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EXECUTIVE MAYOR'S FOREWORD 


Executive Mayor 

It is difficult for me to report on the successes or failures of the 2010/11 financial year. I only came into 
office after the Municipal Elections that were held on 18 May 2011. The 2010/11 financial year was a 
most challenging year due to the fact that the council had illegally suspended the Municipal Manager for 
almost the full year under review. They seemingly acted in bad faith as they commenced with 
unsubstantiated claims against the municipal manager and their actions resulted in wasteful and 
fruitless expenditure. They proceeded with a "forensic investigation" having appointed an investigator 
for this purpose. The Municipality was left with a badly demoralized administration and therefore 
service delivery was impacted negatively. 

This annual report is the 2"^^ last one in the second generation IDP as adopted in May 2007 and it places 
the new council in a favourable situation to properly plan for the future. The report shall focus on the 
limited capacity and other constraints experienced during the year in an effort to implement some of 
the projects and will also to a certain extend highlight the achievements in terms of the objectives of 
developmental government in the interest of our community at large, but with a specific focus on the 
poor. 

The report will highlight the many challenges that the municipality had to cope with. It will also indicate 
that the non-existence of many compliance issues is rather the rule than the exception and we as a new 
council will endeavor to change the situation around and to establish a well-organized, efficient, legally 
compliant and service orientated organisation. 


Looking back at the last couple of years shows a disintegrating organisation with major capacity 
constraints and a severe waste of tax payers' money on actions against senior officials. There was 
definitely a lack of commitment and unity in the political and managerial sphere of the municipality. 
Poor performance resulted in another disclaimer for the municipality. This situation will take a number 
of years to be turned around. 

The newly elected political leadership of the Swellendam Municipal Municipality shall in terms of its 
mandate strive to address the above challenges as a matter of urgency and aim to place the municipality 
on a new level of good governance and accountability. We will remain focused on service delivery within 
the context of developmental local government, enhanced local economic development, and improved 
living conditions of all residents. 

% 


Executive Mayor 
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ACTING MUNICIPAL MANAGER'S 
FOREWORD 


This annual report represents the administrative, financial and service delivery performance of the 
Swellendam Municipality and reflects the successes and challenges that prevailed during the year under 
review as well as the efforts, under very trying conditions, by all role players to create a sustainable 
municipality. Specific attention has been given to those issues in the institution that needed to be 
addressed to improve statutory compliance, improved service delivery and sustainable and viable 
financial management. 

The 2010 / 2011 financial year was a challenging time for the Swellendam Municipality as institution, as 
illustrated by the challenges, issues and matters identified in the audit report. Urgent actions and 
interventions were required, and are still required, to improve financial management, financial staff 
capacity and financial controls and procedures. The required actions and interventions planned to be 
undertaken, were unfortunately severely hampered by the resignation of, and/or action against senior 
management and instability in political leadership, inhibiting progress with the planned turn -around 
strategy. 

Because of the late submission of the financial statements for 2010/2011, the audit processes could not 
be completed in compliance with legislation and audit regulations whilst being exacerbated by the 
political instability. This instability within the Municipality was a major contributory factor which led to 
the non acceptance of the Management statement resulting in the late release of an audit report and 
the resultant annual report. All this led to a Disclaimer which is undesirable by any standards and which 
should be avoided at all costs. 

For this Municipality to emerge from its current situation it will be prudent that all role players 
(Politicians, Administration, Communities, Business Sector, Provincial and National Governments ) must 
take hands and contribute positively to the sustainability and viability of the Municipality in order that 
those who have an interest here may be beneficiaries to a vibrant, progressive town which caters for all 
its inhabitants in an economical, efficient, effective, transparent and accountable manner. 

Particular focus should consequently be directed to the creation of stability in the administrative 
political leadership, ensuring that an effective auditing system ( Internal Audit and Audit Committee) is 
in place and addressing the shortcomings in financial management by the implementation of specific 
actions plans identified by Management. 


It must however be stated that there are always people in an organization who, in spite of adversities, 
will persevere in making the cogs turn. Swellendam Municipality is no exception! 

Accordingly, I wish to commend all staff, politicians and the public who have worked selflessly and 
' ^sly to make a positive impact to make the cogs in this Municipal wheel turn. 



CM Africa 
Acting Municipj 


1 Manager 
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CHAPTER 1: INTRODUCTION AND 
MUNICIPAL OVERVIEW 


This report addresses the performance of the Sweilendam Municipality in respect of its core legislative 
obligations. 

Local government must create the participatory framework that defines and enhances the relationship 
between elected leaders and their communities. This requires that the Council of the municipality 
provides regular and predictable reporting on program performance and the general state of affairs in 
their municipal area. 

The 2010/11 Annual Report reflects on the performance of the Sweilendam Municipality for the period 
1 July 2010 to 30 June 2011, based on the annual financial statements for the corresponding period. The 
Annual Report is prepared in terms of Section 121(1) of the Municipal Finance Management Act, 
2003(Act 56 of 2003), as amended, hereinafter referred to as MFMA. 
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1.1 VISION AND MISSION 


The Swellendam Local Municipality committed itself to the following vision and mission 
statements: 


VISION 
"Shared 
prosperity 
through 
co-operative 
participation" 


MISSION 
Effective service delivery 

Transparent institutional and infrastructure 
development 

Sustainable local economic development and the 
establishment of publjc/private partnerships 

Governance for the people by the people 


CORE- VALUES OF THE MUNICIPAUTY 
COMMinED TO DELI\/ER SERVICES WTHIN THE RATHO PELE PRIMCIPLES 

Courttsy and 'People first’ -Residents should be treated with courtesy and consideration at all 

times 

Consultation -Residents should be consulted about serv/icele\'els and qualitv- whenever possible 

Sarvka axcallanca -Residents must be made aware of svhat to expect in terms of le. el and quality 

of service. 

Access -Residents should have ecjual access to the services to which they are entitled 
Information -Residents must recei . e hill and accurate information about their ser/ites 

Openness and transparency -Residents should be informed about depai tments. operations 
budgets and management strw hires 

Redress -Residents are entitled to an apology, explanation and remedial action it the promised 
standard of service Is not deli . ered 

Value for money -Public services should be provided economicall , and efficientiv 


Figure 1: Vision; Mission and Values 
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1.2 DEMOGRAPHIC INFORMATION 

1.2.1 MUNICIPAL GEOGRAPHICAL INFORMATION 

Swellendam, which is situated in the Overberg District, is well known for its location at the foot of the 
Langeberg mountain range and is seen as the gateway between the Overberg and the Eden Districts. 
The Swellendam Municipal area is in size the second largest municipal area in the Overberg region and 
covers a geographical area of 3001.091km The greater Swellendam Municipal area comprises of the 
town of Swellendam and the villages of Barrydale, Suurbraak, Malagas, Buffeljagsrivier, Wydgelee 
(Ouplaas), Akkerboom (Op de Tradouw), Infanta and Stormsviei. Swellendam is linked with other urban 
and rural areas mainly through the N2 National Road. The area is also served with the main railway line 
which links Cape Town with the Garden Route. The R324 links Swellendam with Barrydale through the 
well-known Tradouw Pass. The R62, a road link which has now also became a popular tourist route, links 
Barrydale with Montagu and Oudtshoorn. The R60 links Swellendam with towns like Ashton, Montagu 
and Robertson and forms an important transport link between the N1 and N2 tourism routes. 


The climate for the Swellendam area is warm during the summers with scattered summer rainstorms 
and very wet and cold winters. Rainfall is spread over the year and ranges between 55% in winter and 
45% in summer. During 2006, 2007 and again in 2009 the area had a lot of rain which led to destructive 
floods which is now being repaired with Flood Damage Funding received from Government. 

The Swellendam Municipality is currently divided in five wards, which have been demarcated for the 
following geographical areas: 
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Wardl 

Ruidl Areas of Stornis'/fei 
and Nooitgedacht 



( 

Wards 

Part of the town of 
Sweflendaii) and part of 
Radton 

V 


Ward 2 

Barpf dale and Smitsville, 
a part of Suurbraak, 
VIeiplaas and the rural 
areas surrounding it 


Figure 2; Wards 


( 

Ward 4 

Part of tire town of 
Swellendani aiMl part of 
Railton 



Ward J 

Buffeljagsrivier, 
the largest part of 
Suurbraak Mullersrus. 
and Malagas/ Infanta 


ORIENTATION OF SWELLENDAM MUNICPALITY IN THE WESTERN CAPE 


In terms of the Demarcation Code Swellendam Municipality is referred to as WC034 and the following 
map indicate the location of the Municipality within the Western Cape Province. 
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1.2.2 POPULATION 

The Provincial Treasury of the Western Cape states in their 2007 Socio-Economic Profile for the 
Overberg District that "the structure of the population is an important building block to understand the 
reasons for development and under-development". They go further to say that "Analysis of population 
dynamics assists in providing background for future planning such as budgeting and policy formulation 
for the provision and development of infrastructure". Despite this assumption regular and timely official 
national censuses are no longer taking place. This is a major problem for proper planning and should be 
addressed as a matter of urgency. The next senses will only be held in October 2011. 

The Swellendam Municipal Council in the absence of updated official national census figures decided to 
include a demographic situational analysis in their brief to the consultants compiling a Socio-Economic 
Profile for the greater municipal area during 2007/2008. 

The table below depicts the various actual and/or projected population figures for the greater 
Swellendam Area, currently used for planning purposes: 
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Source 

Figure 

2001 Census: Statistics South Africa (Actual) 

27897 

2006 Estimate derived from model projections from the actuarial 
Society of South Africa (ASSA) 

30180 

2008 Estimate by Octagonal Development included in the Socio 
Economic Profile: Greater Swellendam: Final Report, 15 March 2008 

40 000+ (between 

42 000 and 45 000 

2008 Base figure accepted by Swellendam Municipality for future 
planning activities 

43 000 

2015 Projected figure suggested by Octagonal Development 

50 000 

TABLE 1: POPULATION FIGURES 


There are no figures available for population growth in the Swellendam municipal area for the 2010/11 
financial year. It was stated in the previous report that the population growth is approximately 2-3 % per 
annum. 

There were no studies done in the previous year to update the information at hand. The population 
growth figures will be updated once the 2011 senses have been completed and the information 
provided. 

The graph below illustrates the population growth for the municipal area from 2001 to 2008. 
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Grapti 1: Total Population Growth 


Although there is difference of opinion as to the correctness of the 2008 estimated population figures, 
the following factual aspects should be taken in consideration, until more accurate censes information is 
available:- 

• Municipalities can no longer base their planning activities on the outdated and irrelevant 2001 
census figures; 

• The ASSA model may have been relevant until about 2003, but thereafter the reality in the 
greater Swellendam area changed completely and the estimated growth figure of was 
surpassed; 

• The fact that the 2008 Octagonal estimate is based on several large housing developments 
taking place, a permanent inflow of people who easily occupy every new house which came to 
the market, a growing waiting list for low cost houses despite a large number of these being 
built over the last couple of years and actual numbers of residential buildings being completed 
from 2003 to 2011 suggests that it cannot just be discarded. 

1.2.3 HOUSEHOLDS 

There are 10 198 households in formal areas. Although the situation changes constantly, the most 
recent studies show that there are 373 households in informal areas, 830 households were serious 
overcrowding occurs and 657 qualifying households in backyard shacks. At the end of June 2009 a total 
number of 1 723 households received indigent support. The housing backlog is 2 400 units. The table 
above indicates a huge increase in number of households, whilst the indigent households have 
decreased for the year under review. This can be contributed in main to the situation that the amount of 
households increased mainly in the middle to higher income groups, which is the result of the area being 
a preferred retirement destination for people migrating from the northern provinces of South Africa. 
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The fo 


lowing table shows the growth in households: 


Households 

2009/10 

2010/11 

Number of households in Municipal area 

5422 

10198 

Number of indigent households in municipal 

area 

1961 

1723 

Table 2: Total number of households 


1.2.4 KEY ECONOMIC ACTIVITIES 

Swellendam Municipality is currently the third biggest contributor to the economic growth and GDPR of 
the Overberg District. Swellendam registered an average annual growth rate of 3.2% in GDPR from 1995 
to 2004, the second highest rate in the Overberg District. When considering the most recent data and 
shorter periods, economic growth was higher than the long-term average, averaging 3.5% between 
2000 and 2004, 4% between 2003 and 2004 and 5.5% in 2006. These figures will be reviewed during the 
2011 senses. 

The main economic sectors are primary Tourism with emphasis on eco-tourism and cultural heritage 
tourism activities. Agriculture and Agro-Processing of products which includes deciduous fruits, wheat, 
barley, young berry, livestock and grapes for exporting and the making of wine. The other sectors are 
retail and manufacturing, mining and quarrying. A potential sector for higher economic growth in the 
area is wholesale and packaging. 


The contribution of the major sectors of the Swellendam Municipal economy is as follows: 


Sector 

Contribution 

Agriculture 

The local economy is dominated by Agriculture (23, 6 %) but it must be mentioned that 
the growth in agriculture turnover slowed by 6, 7% per annum from 2002 to 2005. 

Tourism 

Growth in tourism and accommodation turnover increased by 1, 7% per annum over 
2002 to 2005. Problems were however steadily being encountered since 2005 and the 
sector were in danger of becoming split and was no longer the driving force it used to 
be. This led to the establishment of the Greater Swellendam Tourist Organisation (the 
GSTO) a non-governmental, non-political, voluntary, non-profit Organisation. The 
GSTO pursues its objectives and conduct its affairs in accordance with its Constitution 
and all applicable legislation. 

Table 3: Main sectors contributions 


16 




The main objectives of the GSTO are to; 


• Formulate and implement a tourism policy and strategy for the Swellendam municipal area. 

• Market the Swellendam municipal area and its products as a tourist destination, in co- 
operation with the Municipality and the Western Cape Tourist Authority (CTRU). 

• Provide an information and assistance service to encourage tourists to visit the Swellendam 
municipal area in a way which is mutually beneficial to tourists and local communities 

• Develop and promote tourism skills and awareness within the local community to achieve the 
maximum sustainable benefits from tourism through the widest possible participation in the 
local tourism industry. 

• Assist and advance emerging businesses and previously disadvantaged persons within the 
tourist industry. 

• Identify and promote the natural and cultural assets of the Swellendam municipal area. 

1.3 SOCIO ECONOMIC INFORMATION 

1.3.1 SOCIO ECONOMIC GROWTH 

The basic socio-economic information for the municipal area is as follows: 


Basic socio- economic information 

Housing 

backlog 

Unemployment 

rate 

Households 

with no 

income 

Low skilled 

proportion of 
population 

People older 

than 14 

years 

illiterate rate 

HIV/ AIDS 
prevalence 

(%) 

Urban/ rural 
household split 

2 145 

16 % (and rising) 

5.3 % 

73% 

31 % 

5% 

Urban -65 % 

units 






Rural -35% 

Table 4: Socio- Economic profile 


1.3.2 POPULATION BY GENDER 

The Swellendam population is in balance with 50% representation of females and 50% of males. 

1.3.3 POPULATION BY AGE AND LANGUAGE 

The population of the municipal area is relatively young, with 68 % of the population being younger than 
39 years of age. The median age of the municipal area is calculated as 28 years, with an age-dependency 
ratio of 51.9 % in 2006. 

Afrikaans is the dominant language and is spoken by 90.1 % of the population. Xhosa is the second 
largest indigent language and is used by 6.2 % of the population, with 3.1 % of the population speaking 
English and 0.6 % speaking other languages. 
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1.3.4 POPULATION BY RACE CATEGORY 


The race distribution for the population of the Swellendam municipal area is as follows: 


Population by Race 

Total Population 

African 

Coloured 

White 

43 000 

8 600 

24 510 

9 890 


(20 %) 

(57 %) 

(23 %) 

Table 5: Population by race 




CHAPTER 2: GOVERNANCE 


2.1 CHALLENGES - GOOD GOVERNANCE AND PUBLIC PARTICIPATION 

Good governance are based on 8 major characteristics, namely government which are participatory, 
consensus oriented, accountable, transparent, responsive, effective and efficient, equitable and 
inclusive, and follows the rule of law. Such approach normally assures that corruption is minimized, the 
views of minorities are taken into account and that the voices of the most vulnerable in society are 
heard in decision-making. It is also responsive to the present and future needs of society. 

The most important challenge facing the Swellendam area is to ensure that the local community and its 
officials have a realistic vision of the future and a strategy which will ensure a pragmatic approach to 
future opportunities and challenges. In recognition of this, the point of departure of the policy 
formulation process has been to review what problems and issues relate to the study area. On the basis 
of the analysis and through an appraisal of the identified issues and opportunities, a vision, goals and 
objectives were articulated and used to underpin the formulation of a policy framework, policy 
proposals and action programmes / implementation priorities which would ultimately inform the 
decision-making process. 


Description 

Actions to be taken 

Capacity 

Critical post to be filled 

Skills development/ training 

Training to be provided 

Political instability 

Political intervention to stabilise the political 
environment 

Table 6: Good Governance and public participation challenges 
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2.2 GOVERNANCE STRUCTURE 


2.2.1 POLITICAL GOVERNANCE STRUCTURE 

The council performs both legislative and executive functions. They council is focused on its legislative, 
oversight and participatory roles, and delegates its executive function to the Executive Mayor and the 
Mayoral Committee. The primary role of the council is therefore to debate issues publicly and to 
facilitate political debate and discussion. The ten members of the municipal council were elected in 
February 2006 for a term of five years. Five councillors were elected in the five wards as ward 
councillors and five from the party proportional lists of registered political parties. 

Municipal Elections were also held during the year under review. The new Council was also elected on 
18 May 2011. The new Council was thus only partially involved in the Municipal Administration of 
2010/2011. According to a proclamation of the MEC for Local Government in the Western Cape, the 
number of councillors was reduced from 10 to 9 for the new term of 5 years which commenced on 18 
May 2011. Swellendam Municipality had thus 10 Councillors, 5 Proportional Representation (PR) and 5 
Ward Councillors until 18 May 2011 where after the number of councillors reduced to 9 with 4 
Proportional Representation (PR) and 5 Ward Councillors). The Speaker is the Chairperson of Council. 
The party-political and demographic representation of Councillors is reflected in the tables below: 


Party-Political and Demographic Representation of Councillors 


Political Party 

Statistics until 18 May 2011 

Statistics from 18 May 2011 

Number of 

Councillors 

Gender 

distribution 

Number of 

Councillors 

Gender Distribution 


Male 

Female 


Male Female 

Independent Democrats 

3 

2 

1 

0 

0 

0 

Democratic Alliance 

3 

3 

0 

4 

4 

0 

African National 

Congress 

3 

2 

1 

4 

2 

2 

African Christian 

Democratic Party 

1 

1 

0 

1 

1 

0 

Total 

10 

8 

2 

9 

7 

2 


Table 7: Party Political Representation 
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The following table depicts the councillors of Swellendam Municipal Council in terms of their individual 
political parties they are representing, their position and / or capacity and wards until 18 May 2011: 


Name of Councillor 

Capacity 

Political Party 

Ward representing or 
proportional 

J. Jansen 

lJuly 2010 -14 April 2011 

Executive Mayor 

Independent Democrats 

Ward 5 

J. du T. Loubser 

Speaker 

Democratic Alliance 

Ward 1 

M.J. Koch 

Deputy Executive 

Mayor 

Democratic Alliance 

Proportional 

J.A. Matthysen 

Pr Councillor 

African Christian 
Democratic Party 

Proportional 

P. Kees 

lJuly 2010-14 April 2011 

Member of Mayoral 
Committee 

Independent Democrats 

Ward 2 

D. Govender 

lJuly 2010-3 May 2011 

Pr Councillor 

Democratic Alliance 

Proportional 

A.M. Pokwas 

4 May 2011-18 May 2011 

Pr Councillor 

Democratic Alliance 

Proportional 

F.C. Joseph 

Pr Councillor 

Independent Democrats 

Proportional 

J.HJ. Zass 

Ward Councillor 

African National 

Congress 

Ward 4 

D.P. Mtila (Mrs) 

Pr Councillor 

African National 

Congress 

Proportional 

A.R. Thompson 

Ward Councillor 

African National 

Congress 

Ward 3 

Table 8: Councillors positions until 18 May 2011 
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The following table depicts the councillors of Swellendam Municipal Council in terms of their individual 
political parties they are representing, their position and / or capacity and wards from 18 May 2011: 


Name of Councillor 

Capacity 

Political Party 

Ward representing or 
proportional 

N.J. Myburgh 

Executive Mayor 

Democratic Alliance 

Proportional 

J.A. Matthysen 

Deputy Executive 

Mayor 

African Christian 

Democratic Party 

Proportional 

M.J. Koch 

Speaker 

Democratic Alliance 

Ward 4 

H.C. Hartnick 

Ward Councillor 

Member of Mayoral 

Committee 

Democratic Alliance 

Ward 3 

J.C. Nortje 

Pr Councillor 

African National 

Congress 

Proportional 

M.T.A. Swartz 

Ward Councillor 

African National 

Congress 

Ward 2 

D.C. Pietersen 

Ward Councillor 

African National 

Congress 

Ward 5 

G. Libazi 

Pr Councillor 

African National 

Congress 

Proportional 

J. du T. Loubser 

Ward Councillor and 

representative on 
Overberg District 
Municipality 

Democratic Alliance 

Ward 1 

Table 9: Councillors positions ai 

ter the elections on 18 May 2011 


The Municipal Council of the Municipality is legally required to meet quarterly. The Swellendam 
Municipality meets on a monthly basis. For the period under review 6 ordinary council meetings and 
nine special council meetings were convened. The fact that so many special council meetings compared 
to ordinary council meetings had to be convened indicates the political indifference within the council. 
The political indifference also leads to many decisions that could not speedily be executed. 
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Below is a table which indicates the Council meetings attendance for the 2010/2011 financial year: 


Meeting dates 

Type of meeting 

Councillors 

attendance 

Apologies for non- 

attendance 

29 July 2010 

Special 

9 

1 

16 August 2010 

Special 

9 

1 

2 September 2010 

Ordinary 

10 


15 September 2010 

Ordinary 

7 

3 

7 October 2010 

Special 

9 

1 

13 October 2010 

Special 

10 


28 October 2010 

Ordinary 

9 

1 

25 November 2010 

Ordinary 

10 


9 December 2010 

Special 

9 

1 

31 January 2011 

Special 

6 

4 

3 February 2011 

Ordinary 

9 

1 

24 February 2011 

Ordinary 

10 


1 March 2011 

Special 

6 

4 

22 March 2011 

Special 

10 


24 March 2011 

Ordinary 

10 


31 March 2011 

Special 

9 

1 


Table 10: Attendance record of Council Meetings 


MAYORAL COMMITTEE 

The Executive Mayor of the Municipality, Councillor Jan Jansen, assisted by the Mayoral Committee, 
heads the executive arm of the Municipality. The Mayoral Committee is at the center of the system of 
governance, and executive powers are vested in them to manage the day-to-day affairs of the 
municipality. 
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The name and portfolio of each Member of the Mayoral Committee is listed in the table below: 


Name of member 

Capacity 

Jan Jansen 

Executive Mayor and Head of Community Services Portfolio 

Matthys Koch 

Deputy Executive Mayor and Head of Finance Portfolio 

Peet Kees 

Member of Mayoral Committee and head of Technical Services 
Portfolio 

Table 11: Executive Mayor; Mayoral Committee and portfolios 


c) COUNCIL COMMITTEES 

Various types of committees exist for the municipal council committee structures. The Local 
Government: Municipal Structures Act, 1998, (Act 117 of 1998) provides for 2 types of Committees. In 
terms of Section 79 of the Act Council can elect Portfolio Committees to assist the Council and in terms 
of Section 80 of the act. Council can appoint committees that assist the Executive Mayor. Section 79 
committees are permanent committees of council that specialize in a specific functional area of the 
municipality and advice council on decisions on specific functional issues. Members of the public with 
specific expertise can be appointed on such committees. The only section 79 Committee of the 
Municipality is the Housing Committee. The portfolio Committees is Section 80 committee to assist the 
Executive Mayor. Apart from the above, various other pieces of legislation provides for Municipal 
Committees. Section 166 of the MFMA provides for Audit Committees that are compulsory. Councillors 
cannot serve on Audit Committees and the majority of the members as well as the Chairperson must be 
independent persons. The Audit Committee will further be dealt with under section 2.4 Corporate 
Governance. The following committees exist for the year under review: 


Committee 

Chairperson 

Legal status 

Audit Committee 

Dr. Ben van Rensburg 

Section 166 MFMA 

Housing Committee 

Councillor J Jansen 

Section 79 Structures Act 

Finance Portfolio Committee 

Councillor M.J. Koch 

Section 80 Structures Act 

Community Services 

Portfolio Committee 

Councillor J. Jansen 

Section 80 Structures Act 

Engineering Services 

Portfolio Committee 

Councillor P. Kees 

Section 80 Structures Act 

Table 12: Committees 
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2.2.2 ADMINISTRATIVE GOVERNANCE STRUCTURE 


The Municipal Manager is the Chief Accounting Officer of the Municipality. As the head of the 
administration, the Municipal Manager primarily has to serve as chief custodian of service delivery and 
implementation of political priorities. He is assisted by the Management Team (Head of Departments), 
whose structure is outlined in the table below. 

The Municipal Manager Mr. N. Nel (previously the Director: Corporate Services) was appointed as 
Municipal Manager at the end of November 2009 and was also suspended during October 2010 for most 
of the year under review leaving the Municipality with an Acting Municipal Manager and very little other 
management capacity. The vacant position of Director: Financial Services (also designated as Chief 
Financial Officer) were filled on 1 October 2010. The position of Director: Corporate Services remained 
vacant for the remainder of the year under review. These circumstances created considerable capacity 
shortages on senior management level. No performance contracts were concluded for Senior 
Management. 

The following table outlines the administrative governance structure: 


MANAGERIAL POSITION 

INCUMBENT 

Municipal Manager 

Mr. H.F. Hendricks (until October 2009) 

Mr. N. Nel (from November 2009) 

Director Corporate Services 

Mr. N. Nel (until November 2009) 

Vacant (from November 2009) 

Director Financial Services 

Mr. N.B. Delo (until February 2010) 

Vacant (from February 2010) 

Mr. H Krapohl (from 1 October 2010) 

Director Engineering Services 

Mr. E.J. Wentzel 

Director Community Services 

Dr. W.B. Clayton 

Table 13: Administrative Governance Structure 


2.3 PUBLIC ACCOUNTABILITY 

Section 16 of the Municipal Systems Act (MSA) specifically refers to the development of a culture of 
community participation within municipalities. It states that a municipality must develop a culture of 
municipal governance that complements formal representative government with a system of 
participatory governance. For this purpose the Municipality must encourage and create conditions for 
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the local community to participate in the affairs of the community. Public participation is required in 
terms of: 

• the preparation, implementation and review of the IDP and budgets; 

• the establishment, implementation and review of the performance management system; and 

• the monitoring and review of performance. 

2.3.1 FUNCTIONALITY OF WARD COMMITTEES 

The ward committees support the ward councilor in implementing his / her democratic mandate, for 
reporting on municipal matters (accountability) and for obtaining community input (participation). 

The imposing of special measures to facilitate maximum community participation is a prerequisite for 
successful public participation and functional ward committees, and must be implemented by the 
Municipality. To this end, the municipal ward committees are promoted and used to facilitate public 
participation. The Municipality must therefore constantly strives to ensure that all ward committees 
function optimally, by providing them with the relevant municipal and community information; 
convening of ward committee meetings in terms of a predetermined timeframe; ensuring participation 
in ward planning; ensuring participation in determining service delivery standards; involvement IDP 
formulation and reviews, and participation in performance feedback to communities. 

The optimal functioning of ward committees is currently a major challenge in local government, because 
of a general lack of interest by the community in municipal affairs, political divides that exists and 
inhibits the functionality of ward committees, and failure of ward councilors to fulfill their obligations as 
elected representatives. The functionality of ward committees is therefore in main determined by the 
involvement and commitment of the ward Councillor. 

The purpose of a ward committee is; 

■ to get better participation from the community to inform council decisions; 

■ to make sure that there is more effective communication between the council and the community; and 

■ to assist the ward councilor with consultation and report-backs to the community. 

Ward committees should be elected by the community they serve. A ward committee may not have 
more than 10 members and women should be well represented. The ward councilor also serves on the 
ward committee and act as the chairperson thereof. Although ward committees have no formal powers, 
they advise the ward councillor who makes specific submissions directly to the council. These 
committees therefore play a very important role in the development and annual revision of the 
integrated development plan of the area. 

No verified information exists for the functioning of the Ward Committees for the period under review. 
Three of the five ward committees established for the Swellendam Municipality were functional. It could 
not be established how many meetings were held during the year under review. The effectiveness and 
functionality of the five ward committees of the Swellendam Municipality can therefore not be 
illustrated. 
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2.3.2 REPRESENTATIVE FORUMS 


The Local Labour Forum (LLF) is established in the institution to provide a representative forum where 
the political executive, management and labour unions can meet to deliberate on matters of mutual 
concern. The Local Labour Forum (LLF) is established in terms of the principles set out in a collective 
agreement between the employers in local government and the recognized labour unions in local 
government, namely the South African Municipal Workers Union (SAMWU) and Independent Municipal 
& Allied Trade Union (IMATU). 

The responsibilities and jurisdiction of the Local Labour Forum (LLF) is dictated and restricted to the 
matters listed in the involved collective agreement. 

The Local Labour Forum (LLF) serves as an important and formal communication structure between the 
workers and the political representatives / management for purpose of labour relations. For the past 
year the functioning of the LLF has been severely restricted because of vacancies with regard to union 
representation. Various meetings have been cancelled. Because no agenda points in terms of the 
collective agreement could be finalized for discussion at meetings. 

The table below specifies the members of the Local Labour Forum (LLF) and meetings thereof for the 
2010/2011 financial year: 


Name of Representative 

Capacity 

Meetings held 

Councillor J. Jansen 

Employer representative 


Councillor D. Govender 

Employer representative 


Dr. W. Clayton 

Management representative 

Only 3 meetings were held 
during the year under review 

Mr. M. Steenkamp 

Management representative 

Me. S. Booysen 

Imatu 


Me. D. Evertson 

Samwu 


Me. G. Mahno 

Samwu 


Mr. P. Mitchell 



Samwu 


TABLE 14: Local Labour Forum 


2.4 CORPORATE GOVERNANCE 

Corporate governance is the set of processes, principles, practices, policies and rules, and affects the 
way how stakeholders of an institution is functioning, directed, administered and controlled. Corporate 
governance also includes the relationships among the many stakeholders involved and the goals for 
which the institution are governed. 
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2.4.1 ANTI-CORRUPTION AND ANTI-FRAUD 


Section 83(c) of the Municipal Systems Act, 2000 refers to the implementation of effective bidding 
structures to minimize the possibility of fraud and corruption and the Municipal Finance Management 
Act, 2003 (MFMA), section 112(l)(m)(i), identifies the supply chain measures to be enforced to combat 
fraud and corruption, favouritism and unfair and irregular procurement practices. 

Section 115(1) of the MFMA also states that the Accounting Officer must take steps to ensure 
mechanisms and separation of duties in a supply chain management system to minimize the likelihood 
of corruption and fraud. Specific strategies must therefore be developed to address the identified issues. 

2.4.2 AUDIT COMMITTEE 

Section 166(2) of the MFMA states that an audit committee must have an independent advisory body 
which must advise the municipal council, the political office-bearers, the accounting officer and the 
management staff of the municipality, on matters relating to - 

• internal financial control; 

• risk management; 

• performance management; and 

• effective governance. 

FUNCTIONS OF THE AUDIT COMMITTEE 

The Council decided on 22 July 2010 that the Audit Committee will also act as the Performance 
Committee. The Audit Committee has the following functions as prescribed in section 166 (2) (a-e) of 
the Municipal Finance Management Act, 2003, and the Local Government Municipal and Performance 
Management Regulations, 2001: 

• To advise the Council on all matters related to compliance and effective governance. 

• To review the annual financial statements. 

• To provide Council with an authoritative and credible view of the financial position of the 
municipality. 

• To provide Council with a report on the overall level of compliance with legislation. 

• To respond to the Council on any issues raised by the Auditor-General in the audit report. 

• To carry out such investigations into the financial affairs of the municipality as the Council may 
request. 

• To perform such other functions as may be prescribed by legislation or allocated to it by Council. 

• To review the quarterly reports on risks and internal submitted to it by the internal audit unit. 

• To evaluate audit reports pertaining to financial, administrative and technical systems. 

• To evaluate compliance to existing policies and relevant legislation. 

• To evaluate audited financial statements and reports with regard to the procurement of items / 
services. 

• The submission of bi-annual reports to Council. 

• To review the performance management system and make recommendations in this regard to 
Council. 

• To assess whether performance indicators for the institution are sufficient. 
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• To determine possible reasons for discrepancies between performance and targets. 

• To identify the major risks to which the institution is exposed to and the mitigation measures 
therefore. 

• To review significant transactions that does not normally form part of the Municipality's 
business. 

• To review the disaster recovery plans. 

• To review the annual report of the municipality. 

• Investigating cases of possible fraud, corruption, misbehavior and conflict of interest involving 
employees. 

• To recommend and review changes in the accounting policies. 

• Investigate matters it deems necessary for the performance of its duties and the exercise of its 
powers. 

• Review its own effectiveness against pre-set criteria on a regular basis. 

• Review the internal audit plan and the function of the internal audit unit. 

• Ensure that the internal plan addresses the high-risk areas of the Municipality. 

• Review audit results and action plans implemented by management. 

• Provide support to the internal audit unit. 

• Ensure that no restrictions or limitations are placed on the internal audit unit. 

• Evaluate the activities of the internal audit unit in terms of their role as prescribed by legislation. 

MEMBERS OF THE AUDIT COMMITTEE 

The Audit Committee was chaired by Dr. Ben Van Rensburg and was fully capacitated, but did not 
function for the year under review. 

2.4.3 INTERNAL AUDITING 

Section 165 (2) (a), (b) (IV) of the Municipal Finance Management Act, 2003 stipulate that the Internal 
Audit unit of a municipality must:- 

a. Prepare a risk based audit plan and an internal audit program for each financial year; 

b. Advise the accounting officer and report to the audit committee on the implementation on the 
internal audit plan and matters relating to risk and risk management. 

The internal audit function of the Swellendam Municipality is performed internally, but the internal 
Audit unit did not function in the year under review. The Internal Audit unit had one official namely Mr. 
A Johnson who was appointed on 1 February 2010 as Senior Financial Assistant. 

2.4.4 COMMUNICATION 

Local government has a legal obligation and a political responsibility to ensure regular and effective 
communication with the community. The Constitution of the Republic of South Africa, 1996, and other 
statutory enactments all impose an obligation on local government communicators and require high 
levels of transparency, accountability, openness, participatory democracy and direct communication 
with the communities. The communities, on the other hand, have a right and a responsibility to 
participate in local government affairs and decision-making. Democratic government is also committed 
to the principles of Batho Pele, which means that elected representatives (municipal councilors) and 
those employed in the municipal institution (municipal officials) must always put people first in what 
they do. 
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South Africa has adopted a system of developmental local government, which addresses the 
inequalities, and backlogs of the past while ensuring that everyone has access to basic services, to 
opportunities and an improved quality of life. 

To be successful, communications must focus on the issues that are proven to impact on the 
perceptions of residents, quality of service, value for money and efficiencies. They objective is to close 
the communication / consultation loop, i.e. tell people how they can have a say and demonstrate how 
those who have given their views have had a real impact. 

Good customer care of fundamental importance in any communication system in an organization. A 
successful communication policy and strategy therefore links the people to and informs on the 
municipality's programs for the year. Communication is a major concern in the Swellendam 
Municipality. The following table outlining the standard communication checklist of methodology used 
for improved communication in a municipal institution clearly identifies the shortfalls in requirements of 
the Swellendam Municipality that must be addressed as a matter of urgency: 


Communication active 

Activities 

Yes/ no 

Communication unit established 

No 

Communication strategy and -policy approved 

No 

Customer satisfaction surveys executed 

No 

Functional complaint management systems 

Yes 

Newsletter distributed at least quarterly 

No 

Table 15: Communication checklist 


2.4.5 WEBSITES 

A municipal website is an integral part of a municipality's communication infrastructure and strategy. It 
serves as a tool for community information, improves stakeholder involvement and facilitates 
stakeholder monitoring and evaluation of municipal programs and performance. Section 75 of the 
MFMA requires that the municipalities place key documents and information on their website, including 
the IDP, the annual budget, adjustments budgets and budget related documents and policies. 

The following table depicts a website checklist to indicate compliance to Section 75 of the MFMA, in 
terms of documentation on the municipal website for the year under review: 
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Information to be placed on websites of municipalities 

Documents 

Yes/ no 

The annual budget 

Yes 

All adjustments budgets 

Yes 

All budget-related documents 

Yes 

All budget-related policies 

No 

Performance agreements of The Municipal 
Manager and Directors 

No 

All service delivery agreements 

No 

All long-term borrowing contracts 

No 

All supply chain management contracts 
above a prescribed value 

Uncertain 

An information statement containing a list 
of assets over a prescribed value that have 
been disposed of 

Not applicable 

Long term Contracts to which subsection of 
section 33 apply, subject to subsection (3) 
public-private partnership agreements 
referred to in section 110 

Uncertain 

Ail quarterly reports tabled in the council 

Uncertain 

Integrated Development Plan or review 
thereof 

Yes 

LED Strategy 

Yes 

Table 16: Website checklist 
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CHAPTER 3: ORGANIZATIONAL 
DEVELOPMENT PERFORMANCE 


3.1 PERFORMANCE HIGHLIGHTS - MUNICIPAL TRANSFORMATION AND ORGANIZATIONAL 
DEVELOPMENT 

No significant developments to report during the year under review 

3.2 CHALLENGES- MUNICIPAL TRANSFORMATION AND ORGANIZATIONAL DEVELOPMENT 

The smooth functioning of consultation forums for transformation and organizational development 
remained a major challenge for the year under review. The lack of capacity in the human resource 
management unit contributed to the situation, and capacity constraints in this regard must be urgently 
addressed. A challenge was specifically experienced with the Local Labour Forum (LLF). 

3.3 INTRODUCTION TO THE MUNICIPAL WORKFORCE 

The Staff establishment of the Swellendam Municipality allows for 247 employees, but a vast number of 
these are vacant positions. 

3.3.1 EMPLOYMENT EQUITY 
EMPLOYMENT EQUITY TAR GETS/ACTU A L 

The following table depicts the employment equity targets and status of the Swellendam Municipality 
for the 2010/2011 financial year: 


Occupational 

Levels 


MALE 

FEMALE 

TOTAL 

A 

c 

I 

w 

A 

c 

I 

w 

Top 

Management 

Target 

0 

1 

0 

2 

1 

1 

0 

0 

5 

Actual 

0 

1 

0 

3 

0 

0 

0 

0 

4 

Senior 

Management 

Target 

1 

4 

0 

2 

1 

1 

0 

0 

9 

Actual 

0 

4 

0 

2 

0 

0 

0 

1 

7 

Professionally 
qualified and 
experienced 
specialists and 
mid- 
management 

Target 

1 

7 

0 

5 

0 

2 

0 

0 

15 

Actual 

1 

6 

0 

4 

0 

2 

0 

0 

13 

Skilled 

technical and 
academically 
qualified 
workers, junior 
management, 
supervisors, for 

Target 

0 

27 

0 

4 

0 

15 

0 

7 

53 

Actual 

0 

28 

0 

3 

0 

16 

0 

7 

54 
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OCCUPATIONAL CATEGORIES PER RACE 

The Employment Equity Act (1998) Chapter 3, Section 15 (1), states that affirmative action measures are 
measures designed to ensure that suitable qualified people from designated groups have equal 
employment opportunities and are equitably represented in all occupational categories and levels in the 
workforce of a designated employer. The national performance indicator refers: "Number of people 
from employment equity target groups employed in the three highest levels of management in 
compliance with a municipality's approved employment equity plan". Achievement of the employment 
equity targets are measured in terms of the achievement in terms of occupational categories/ level. 

The following table indicates the number of employees per race within the specific occupational 
categories in the municipal institution for the 2010/2011 financial year: 


Occupational Levels 

A 

C 

1 

w 

Total 

Top Management 

0 

1 

0 

3 

4 

Senior management 

0 

4 

0 

3 

7 

Professionally qualified and experienced 
specialists and mid- management 

1 

8 

0 

4 

13 

Skilled technical and academically qualified 
workers, junior management, supervisors, 
foremen and superintendents 

0 

44 

0 

10 

54 

Semi-skilled and discretionary decision 
making 

3 

42 

0 

5 

50 

Unskilled and defined decision making 

14 

91 

0 

0 

105 

Total permanent 

18 

190 

0 

25 

233 


Table 18: Employees per race 
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DEPARTMENTS PER RACE 


The table below categories the number of employees by race within the different departments: 


Department 


Total 

A 

C 

1 

w 

Office of the Municipal Manager 

0 

3 

0 

4 

7 

Corporate Services 

1 

12 

0 

3 

16 

Financial Services 

2 

19 

0 

5 

26 

Community Services 

9 

76 

0 

5 

90 

Engineering Services 

6 

80 

0 

8 

94 







Grand total 

18 

190 

0 

25 

233 


Table 19: Departments per race per department 


3.3.2 VACANCY RATE 

The approved staff establishment for the municipality had 349 posts for the 2010/2011 financial year. 
The actual positions filled are indicated in the table below per post level and per functional level. A total 
number of 105 Posts were vacant at the end of 2010/11, resulting in a vacancy rate of 35.5%. The high 
vacancy rate impacted specifically on financial management, corporate affairs, communications and 
public participation, internal audit and human resources management. Several of the non-compliance 
issues identified in the audit report also directly relates to the high vacancy rate. The filling of vacancies, 
the increase of capacity and skills development have therefore been identified as primary objectives in 
the Turn Around Strategy of the Swellendam Municipality. 

The high vacancy rate in the Swellendam Municipality can in main be contributed to a lack of available 
funding to fill vacant positions. The cost of the work force has become extremely expensive, and is 
further escalated by high annual salary increases, which is regulated nationally. 

Priority is given in budgets to fill positions directly related to service delivery, and vacancies with regard 
to staff function are awarded a lower priority. This unfortunately negatively impacts on capacity to 
address compliance issues. 
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The following table indicates the posts filed compared to the posts vacant for the year under review on 
the staff establishment of the Swellendam Municipality: 


Department 


Total 

A 

C 

1 

w 

Office of the Municipal Manager 

0 

3 

0 

4 

7 

Corporate Services 

1 

12 

0 

3 

16 

Financial Services 

2 

19 

0 

5 

26 

Community Services 

9 

76 

0 

5 

90 

Engineering Services 

6 

80 

0 

8 

94 

Grand total 

18 

190 

0 

25 

233 


Table 20: Comparison of Posts filled to vacancies 


During the period under review the municipality had 8 employees under contract not included in the 
table above. Furthermore, the top management was fairly good capacitated, but the major concern was 
the fact that the Municipal Manager was suspended for such a long period. The vacancies in senior 
managerial positions were a serious threat during the year. The following Table depicts the number of 
critical vacant posts in senior management, expressed as total positions and current vacancies express 
as full time staff equivalents: 


POSITION 

Number of 

current 

critical 

vacancies 

Number of posts 
as per 

organogram 

Vacant position job title 

Vacancies (as a 
proportion of 
total posts per 
category) in 
percentage (%) 

Section 57 
Managers 

1 

4 

Director: Corporate 

Services 

25% 

Senior 

Management 

3 

7 

Sr. Manager Electric 

Sr. Manager Civil 

HR Manager 

43% 

Highly-skilled 

Supervisors 

6 

6 

Internal Auditor 

Manager Income 

Manager Expenditure 

Office Manager 

2 X Town Managers 
(Barrydale and Suurbraak) 

100 % 

Table 21: Critical Staff Vacancies 
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3.3.3 TURNOVER RATE 


A high turnover of staff is normally costly for a municipal institution and might negatively affect 
productivity, service delivery and institutional memory/organizational knowledge. The turnover for 
Swellendam Municipality for the 2010/11 financial year is not critical as can be noticed from the 
following table: 



Turnover Rate for 2010/2011 


Staff 

numbers 

Number of appointments 
during the year 

Number of terminations 
during the year 

Turnover rate 

249 

19 

9 

3.6 % 


Table 22: Turnover rate 



3.4 MANAGING THE MUNICIPAL WORKFORCE 

3.4.1 WORK RELATED INJURIES 

An occupational injury is a personal injury, disease or death resulting from an occupational incident. 
Compensation claims for such occupational injuries are calculated according to the seriousness of the 
injury/disease and can be costly to a municipality. Occupational injury will influence the loss of man 
hours and therefore financial and productivity performance. The injury rate was fairly equal for the 
2010/11 financial year from 42 employees injured against 41 employees in the previous 2009/10 
financial year. 

The table below indicates the total number of injuries within the different directorates: 


Work related injuries: Comparison over 2 years 

1 Directorates 

2009/2010 

2010/2011 

Office of the Municipal Manager 

0 

0 

Corporate Services 

1 

1 

Financial Services 

5 

4 

Community Services 

16 

16 

Engineering Services 

19 

21 

Total 

41 

42 

1 

Table 23: Work related injuries 


35 




3.4.2 SICK LEAVE 


The number of day's sick leave taken by employees has a direct impact on service delivery, and have 
specific cost implications. By monitoring sick leave, certain patterns or trends can be identified over 
time. Once these patterns are identified, corrective actions can be implemented to address issues 
identified. 

The total number of employees that took sick leave during the 2010/11 financial year shows a decrease 
of 59 %, in comparison with the sick leave days taken by staff during the 2009/2010 financial year. Table 
38 indicates the total number sick leave days taken within the different departments: 


Sick leave: Statistics comparison over 2 years 

Directorates 

2009/2010 

2010/2011 

Office of the Municipal Manager 

16 

41 

Corporate Services 

194 

170 

Financial Services 

195 

126 

Community Services 

907 

412 

Engineering Services 

635 

414 

Total 

1947 

1163 

Table 24: Sick leave comparison 


3.4.3 HUMAN RESOURCE POLICIES AND PLANS 

Human resource policies, strategies and plans provide guidance for fair and consistent staff treatment 
and a consistent approach to the management of staff. No human resources policies were approved or 
reviewed during the year under review. The Human Resources Policies in existence will have to be 
revisited and a number of new policies will have to be drafted. 

3.4.4 EMPLOYEE PERFORMANCE REWARDS 

In accordance with regulation 32, a performance bonus, based on affordability, may be paid to an 
employee, after the annual report for the financial year under review has been tabled and adopted by 
the municipal council; an evaluation of performance in accordance with the provisions of regulation 23; 
and the approval of such evaluation by the municipal council as a reward for outstanding performance. 

No performance bonuses have been paid to Section 57-employees for the year under review. 
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3.5 CAPACITATING THE MUNICIPAL WORKFORCE 


Section 68(1) of the Municipal Systems Act 2000 (Act 32 of 200) stipulates that a municipality must 
develop its human resource capacity to a level that enables it to perform its functions and exercise its 
powers in an economical, effective, efficient and accountable way. For this purpose the human resource 
capacity of a municipality must comply with the Skills Development Act (SDA), 1998 (Act No. 81 of 1998), 
and the Skills Development Levies Act, 20 1999 (Act No. 28 of 1999). 

3.5.1 SKILLS MATRIX 

The following table indicates the number of employees that received training in the year under review: 


Work related injuries: Comparison over 2 years 

Directorates 

2009/2010 

2010/2011 

Office of the Municipal Manager 

0 

0 

Corporate Services 

1 

1 

Financial Services 

5 

4 

Community Services 

16 

16 

Engineering Services 

19 

21 

Total 

41 42 

Table 25:Training for 2010/11 


3.5.2 SKILLS DEVELOPMENT - TRAINING PROVIDED 

The Skills Development Act (1998) and the Municipal Systems Act, 2000 requires employers to provide 
employees with the necessary training in order to develop their workplace skills and to improve the 
human resource capacity of the institution. Given the demands for service delivery in developmental 
local government, skills development of the municipal work force has become increasingly important. 

The Municipal Regulations on Municipal Competency Levels 2007 introduced the compulsory training of 
the Accounting Officer, the Chief Financial Officer, senior managers and financial staff members in 
financial management, for purpose of achieving certification in minimum municipal financial 
competencies before January 2013. Training programs in financial management have therefore been 
introduced to achieve the required municipal competency levels. The senior staff of the Swellendam 
Municipality attended the applicable courses presented by the University of Witwatersrand (Wits 
Business School) and the University of Stellenbosch. None of the staff that attended the training had 
already successfully finished and qualified. Several other staff members still need to attends the 
required training and will start their training program with the near future. 
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3.5.3 SKILLS DEVELOPMENT - BUDGET ALLOCATION 


The table below indicates that an amount of R382 580 was allocated for the execution of the workplace 
skills plan for the 2010/2011 financial year. A total of 79.92% of the allocated amount was spent in the 
2010/2011 financial year: 


Financial Year 

Total Staff Budget 

Total amount 

allocated for skills 
development 

Total spend 

% spend 

2009/10 

R34 669 335 

R448 030 

R361 772 

80.75 

2010/11 

R38 815 269 

R382 580 

R305 768 

79.92 

Table 26: Budget allocation and spend for skills development 


3.6 MANAGING THE MUNICIPAL WORKFORCE EXPENDITURE 

Section 66 of the Municipal Systems Act, 2000 states that the accounting officer of a municipality must 
report to Council on all expenditure incurred by the municipality on staff salaries, wages, allowances and 
benefits, in line with the requirements of the National Treasury Budget and Reporting Regulations SA22 
and SA23. 

3.6.1 PERSONNEL EXPENDITURE 

The percentage of the budget allocated for personnel expenditure is essential in the budget planning 
processes, because it reflects on current and future financial commitments of the municipal institution. 
The following table indicates the percentage of the municipal budget that was spend on salaries and 
allowance for the past three financial years. If the involved percentages are benchmarked against 
national ratios, the expenditure of the Swellendam Municipality is well within the national norm of 28% 
to 40% of the budget allocated for staff costs: 


FINANCIAL YEAR 

Total expenditure for 

salaries and allowances 

(R'OOO) 

Total Operating 
Expenditure 
(R^OOO) 

Percentage (%) 

2008/2009 

30 221 

93 664 

32.27 

2009/2010 

35 862 

104 821 

34.21 

2010/2011 

38 206 

116 420 

32.87 

Table27: Personnel Expenditure 
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The following table indicates the ratios of the budget allocated for the employment costs of councilors, 
senior management and other staff. The decrease in senior management costs for the 2010/2011 
financial year is a reflection of the senior management vacancies that was in existence for the year. 


FINANCIAL YEAR 

2007/2008 

2008/2009 

2009/2010 

2010/2011 

COUNCILLORS (PUBLIC OFFICE BEARERS AND OTHER COUNCILLORS) R OOD 

SPENDING 

2 119 

2 332 

2468 

2474 

% INCREASE 


10.01 

5.83 

0.24 

MUNICIPAL MANAGER AND DIRECTORS (SECTION 56 & 57 APPOINTEES) R’OOOO 

SPENDING 

2613 

3834 

3007 

2895 

% INCREASE 


46.69 

-21.56 

-3.73 

OTHER MUNICIPAL STAFF (R’OOO) 

SPENDING 

21303 

26387 

32855 

35311 

% INCREASE 


23.86 

24.52 

27.48 

Table 28 : Cost of Employment - Councillors and Sta 

Ff 


CHAPTER 4: STRATEGIC PERFORMANCE 

This chapter provides information on the strategic performance of the municipality and show how 
effectively and efficiently the Swellendam Municipality is meeting its objectives, and which policies and 
processes are working. All South African government institutions must report on strategic performance, 
to ensure that public service delivery is efficient and effective. 

This chapter therefore speaks specifically to the strategic performance highlights in terms of the 
Municipality's Integrated Development Plan (IDP), performance on basic service delivery and backlogs 
addressed with the Municipal Infrastructure Grants (MIG) projects, as well as the spending priorities for 
the following year. It also addresses the communication and public participation processes of the 
Municipality, to give a holistic view of how the Municipality communicated performance to 
stakeholders. 

4.1 NATIONAL KEY PERFORMANCE INDICATORS 

Municipalities must develop strategic plans and allocate resources for the implementation of the 
objectives set in terms of strategic plans. The implementation thereof must be monitored on an on- 
going basis and the results must be reported on during the financial year for oversight purposes to 
enable timorously implementation of corrective measures where required. 
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The 2010/11 IDP is the last revised document within the current 5-year planning cycle. During 2011 new 
Municipal Councils will be elected. In view of this, it was decided not to introduce any drastic changes, 
but to re-affirm the vision and strategic priorities of the 2006 - 2011 planning cycle and to start setting 
the scene for the third generation of IDP's which will become effective in 2011. 

The focus of the IDP review for 2010/2011 has been on: 

• Comments received from the various role-players in the assessment of the IDP Review 
documentation 

• Areas requiring additional attention in terms of legislative requirements not addressed during 
the previous years of the IDP Review Process 

• Consideration, review and inclusion of any relevant and new information 

• Shortcomings and weaknesses identified through self-assessment 

• Departmental realities which may have or can contribute to non- or poor performance and 
delivery 

• The latest strategic planning initiatives and guidelines put forward by Council 

• A range of strategic interventions put forward by Council 

• The Municipal Turnaround Strategy 

• Further developing the IDP into the practical planning instrument it should be for both 
management and budgeting purposes 

The revision of the IDP has been done in terms of a predetermined procedural process plan, whereby 
input was solicited from various stakeholders and with formal public participation through the ward 
committee system. 

The Municipal Systems Act, '2000 (Act 32 of 2000), read together with the Local Government: Municipal 
Planning and the Performance Management Regulations, 2001, require of municipalities to adopt a 
performance management system for the institution. Once the IDP and budget have been prepared and 
approved annually, the Municipality prepare a Service Delivery and Budget Implementation Plan (SDBIP) 
in accordance with the municipal budget, IDP, Municipal Finance Management Act, 2000 (MFMA) and 
the MFMA Circular 13. The SDBIP indicates monthly performance targets, financial performance targets 
and assigns responsibility to individuals and functional units to execute the respective performance 
targets. The Integrated Development Plan did not include the key performance indicators and targets 
aligned with the performance management system as required. 

Every municipal institution's performance objectives must be aligned with the performance objectives 
of provincial and national government. The National Government therefore provides specific 
performance targets to municipalities, against which municipal performance can be measured. 

The following table indicates the municipality's performance in terms of the National Key Performance 
Indicators as required in terms of the Local Government: Municipal Planning and the Performance 
Management Regulations, 2001. 
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KPA & indicators 

Municipal Achievement 


2008/2009 

2009/2010 

2010/2011 

Basic service delivery 

1 The % of households with access to basic level of water 

100 

100 

100 

The % of households earning less than R2700-00 per 
month with access to free basic services 

100 

100 

100 

The % of households with access to basic level of 

electricity 

100 

100 

100 

The % of households with access to basic level of solid 

waste removal 

100 

100 

100 

The % of households with access to basic level of 

sanitation 

99 

99 

100 

Municipal institutional development and transformation 

The number of people from employment equity target 
groups employed in the three highest levels of 
management in compliance with a municipality's approved 
employment equity plan 

11 

12 

. 

13 


Local economic development 


Number of jobs created through the municipality's local 
economic initiatives including capital projects 

529 

384 

700 

Municipal financial viability and management. Financial 
viability expressed by the following ratios: 




Debt coverage (Total operating revenue- operating grants 
received/ debt service payments due within the year) 

1.93 

1.95 


Service debtors to revenue (Total outstanding service 
debtors/ revenue received for service) 

69% 

58% 


Cost coverage (Available cash and investments/ Monthly 
fixed operating expenditure) 

3.34 

2.46 


Table29: Performance in terms of national key performance indicators 
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1723 Household out of the 10198 total numbers of households, are classified as indigent. 60% of the 
Population falls in the lower income bracket. Households with no income represent 5.3%. 

4.2 BASIC SERVICE DELIVERY 

The following table indicates the basic service delivery performance highlights of the Swellendam 
Municipality for 2010/2011: 


Highlight 

Description 

Rehabilitation of roads 

Tender 46/ 2011. Rehabilitate 2200 square meters 
of road In Barrydale and 4650 square meters of 
road in Suurbraak. To upgrade and rehabilitate 
existing gravel roads to paved standards. The 
roads were identified via wards and were 
constructed by a local contractor 

Resurfacing sections of Voortrek Street 

Swellendam 

Tender 292/2010. Resurface 1500 square meters 
of Road. Four sections were rehabilitated due to 
rutting and surface failure. These four sections 
were milled and filled with hot ix asphalt layer. A 
local contractor were used 

Table 30: Service delivery Highlights 


In the delivery of municipal services challenges unfortunately always exists. Table 47 depicts the 
challenges experienced in this regard for the 2009/2010 financial year: 


Priority Area Challenge 

Upgrading and maintenance of Streets and 

Stormwater 

The pavement management plan has been 
completed and was implemented, but the lack of 
capital funds are a major constraint. There is still a 
huge backlog that needs to be eliminated. 
Maintenance are done continuously. A stormwater 
master plan is needed to plan sufficiently for 
future upgrades and future projects. 

Master Planning 

Various masters plans need to be revisited 

Reseal and rehabilitation programme 

To eliminate the current backlog 

New stormwater systems 

To create capacity in areas where no system exist 

Sidewalks 

To create sufficient sidewalks at all the major 

routes 

Table31: Basic service delivery challenges 
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4.3 ACCESS TO FREE BASIC MUNICIPAL SERVICES 


The free basic services provided within the Swellendam municipal area by the Swellendam Municipality 
are summarized per the different service provided, as specified in the following tables: 


Free Basic Electricity 

Financial 

Year 

Indigent Households 

Non indigent households 

Households in ESKOM areas 

Number 

of 

House- 

holds 

Unit per 
house- 
hold 
(kwh) 

Value 

R‘000 

Number 
of house- 
holds 

Unit per 
house- 
hold 
(kwh) 

Value 

R'OOO 

Number 
of house- 
holds 

Unit per 
house- 
hold 
(kwh) 

Value 

R'OOO 

2009/10 

1961 

50 

1071 

5422 

20 

894 

218 

50 

119 

2010/11 

1646 

50 

672 

5857 

20 

1445 

227 

50 

89 

Table 32 : Free Basic Electricity 


free Basic Water 

Financial 

Year 

Indigent Households 

Non indigent households 

Number 

of 

Households 

Unit per 

household 

(kl) 

Value 

R'OOO 

Number 

of 

Households 

Unit per 

household 

(kl) 

Value 

R'OOO 

2009/10 

1961 

6 

802 

5422 

6 

2217 

2010/11 

1646 

6 

729 

5857 

6 

2593 

Table 33 : Free Basic Water 


Free Basic Sanitation 

Financial 

Year 

Indigent Households 

Non indigent households 

Number 
of House- 
holds 

Unit per 
household 

pm 

Value 

R'OOO 

Number 
of House- 
holds 

Unit per 

household 

pm 

Value 

R'OOO 

2009/10 

1961 

1 

2977 

5422 

1 

8231 

2010/11 

1646 

1 

2686 

5857 

1 

9558 

Table 34: Free Basic Sanitation 
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Free Basic Refuse Removal 


Financial 

Year 

Indigent Households 

Non indigent households 

Number 

of House- 
holds 

Unit per 
household 

pm 

Value 

R'OOO 

Number 
of House- 
holds 

Unit per 
household 

pm 

Value 

R'OOO 

2009/10 

1961 

1 

1528 

5422 

1 

4224 

2010/11 

1646 

1 

1385 

5857 

1 

4927 

1 


Table 35 : Free Basic Refuse Removal 


4.4 SPENDING ON MUNICIPAL SERVICES 
4.4.1 ACCESS TO BASIC LEVEL OF SERVICES 

The following table indicates the number of households that gained access for the first time to the 
different types of basic services during the 2010/2011 financial year: 


Type of Service 

Access gained for 2009/2010 

Access gained for 2010/2011 

Housing 

71 

0 

Serviced sites 

0 

0 

Water 

71 

23 

Sanitation 

71 

6 

Refuse removal 

71 

0 

Electricity 

71 

12 

Streets and Storm Water 

71 

0 

Table 36 First time users 


4.4.2 CAPITAL BUDGET SPENT ON MUNICIPAL SERVICES 

The percentage (%) of the total approved capita! budget spent on each of the listed municipal service, 
respectively for the 2007/08, 2008/09 and 2009/10 financial years are depicted in Table 50: 
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FINANCIAL 

YEAR 

HOUSING 

WATER 

SANITATION 

REFUSE 

REMOVAL 

ELECTRICITY 

STREETS & 

STORM WATER 

COMMUNITY 

FACILITIES 

% 

% 

% 

% 

% 

% 

% 

2008/2009 

0 

3.0 

17.0 

0 

18.0 

40.0 

22.0 

2008/2009 

0 

5.3 

17.0 

0 

7.6 

19.8 

0.5 

2009/2010 

0 

0.9 

10.0 

1.2 

5.8 

6.9 

5.9 


Table 37 : Spending per basic municipal service 


The capital budget of an institution normally reflects the commitment of the institution on the delivery of a 
specific service. Priorities for service delivery are dictated by the IDP, and resources are normally allocated in 
terms of the priorities identified. For purpose of the review it is therefore of importance to note that for the 
past three years, spending on housing had to be stopped completely, because of the restriction on sewage 
capacity in towns. Capital spending will therefore for the immediate future be concentrated on sanitation to 
address the backlogs in sewage capacity, to allow for future human settlement projects 


The following table indicates the total amount of capital expenditure on new assets by asset class for the past 
three financial years: 


DESCRIPTION 

2008/2009 

2009/2010 

2010/2011 


(R’OOO) 

(R’OOO) 

(R’OOO) 

Roads, Pavements & Bridges 

8 796 

5711 

16 106 

Electrical Transmission & Reticulation 

3 244 

4 905 

0 

Street Lighting 

0 

0 

0 

Water Reticulation, Dams & Reservoirs 

0 

385 

1 477 

Sanitation Reticulation 

0 

0 

0 

Waste Management 

0 

0 

0 

Sewage Purification 

10 176 

13 253 

6617 

Other 



10 202 

TOTAL INFRASTRUCTURE 

22 216 

24 254 

34 402 

Parks & Gardens 

0 

0 

0 

Sport fields 

0 

0 

0 

Community Halls 

99 

546 

93 
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Other 

92 

622 

220 

TOTAL COMMUNITY SERVICES 

191 

1 168 

313 

General vehicles 

1 275 

2 005 

2 449 

Plant SEquipment 

365 

318 

164 

Furniture & office equipment 

409 

657 

221 

Land & Buildings 

88 

230 

1488 

Other 

1 072 

293 

0 

TOTAL OTHER ASSETS 

3 209 

3 503 

4 322 

TOTAL CAPITAL EXPENDITURE ON 

NEW ASSETS 

25 616 

28 925 

39 037 


Table : 38 Total capital expenditure on new assets 


4.4.3 PERSENTAGE SPENDING ON TOTAL CAPITAL 

The total percentage (%) spending of the capital budget for the past three years is indicated in Table 52 
below: 


Financial 

Year 

% of Capital 

Budget Spent 

Reasons for under spending 

2008/2009 

55.8 

• Swellendam WWTW project could not be completed due to 
pending EIA and permit application. • Funds received for flood 
disaster were received at end of financial year and could not be 
spent in time. 

2009/2010 

28.9 

• Swellendam WWTW project could not be completed due to 
pending EIA and permit application. 

• Projects funded from flood disaster grants could not all be 

finalized because of EIA requirements. • Low cost 

housing projects could not be started due to the limitation of 
sewage capacity in towns. 

2010/2011 

45.4 

• Swellendam WWTW project could not be finalized due to 
pending EIA and permit application. 

• Projects funded from flood disaster grants could not all be 
finalized because of EIA requirements. 

• Low cost housing projects could not be started due to the 
limitation of sewage capacity in towns. 

Table 39 : Total capital expenditure 
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The low expenditure on the capital budget can in main be contributed to the challenges associated with 
the upgrading and extension of the Swellendam Waste Water Treatment Works, and similar sewage 
purification capacity constraints in Barrydale and Suurbraak. Extensive environmental impact studies 
and long waiting periods for waste water permit applications, are required for the waste water 
treatment projects, which are seriously restricting progress with other capital projects. The delays in the 
execution of the waste water treatment projects are having a knock-on effect on low cost housing 
projects, because bulk sewage capacity is required for the approval of the housing projects. No progress 
can therefore be made with low cost housing development projects in towns and villages, before the 
bulk sewage capacity of the towns / villages are addressed. The upgrading of waste water treatment 
works are in turn held up by ElA's and waste water treatment permits, resulting in a deadlock with 
capital expenditure on sewage treatment works and low cost housing projects. 

Capital expenditure (with specific reference to low cost housing development) by the Swellendam 
Municipality will therefore remain restricted for the coming financial year, until the deadlock with the 
upgrading and extension of waste water treatment works can be addressed. Specific actions are 
currently undertaken to resolve the challenges experienced with the involved ElA's and permit 
applications. 

The delays in the execution of the involved projects, however frustrating, are providing time and 
opportunities to negotiate and source funding, to finance the expansion and rectification program for 
waste water treatment works. 

4.4.4 SUMMARY OF BACKLOGS THAT MUST STILL BE ADDRESSED 

The following backlogs exist in the municipal area that must still be addressed; 


BACKLOGS TO 

BE ADDRESSED 

Area 

Total number of 
households affected 

Timeframe to be 
addressed 

Cost to address 

Housing 

2865 

2011-13 

350 000 

Water on site 

2865 

2011-13 

18 000 

Sanitation 

2865 

2011-13 

18 000 

Refuse removal at least 
once a week 

Extension of existing 
site 

2011-13 

8 000 

Electricity in house 

2565 

2011-13 

12 0000 

Streets and SW 

2745 

2011-13 

R33 million 

Table 40: Backlogs 


4.4.5 BASIC SERVICES WITHIN THE MUNICIPAL AREAS 

Basic municipal services are rendered to all urban areas and some rural areas within the municipal 
boundaries. Lack of funding is restricting progress with the extension of basic services to areas still 
requiring services or the upgrading of existing services. Basic services are currently rendered in towns 
and villages as follows: 
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Area Total number Basic services 

of households 

Barrydale 

1337 

All households receive electricity, water, sanitation and refuse 
removal 

Infanta 

228 

63 households receive basic services for refuse removal 

Buffeljagsrivier 

223 

All households receive basic services for water, sanitation and 
waste removal. ESKOM supply electricity to all households 

Suurbraak 

1118 

All households receive electricity, water, sanitation and refuse 
removal 

Malgas 

444 

All households receive refuse removal 

Swellendam 

4436 

All households receive electricity, water, sanitation and refuse 
removal 

Businesses 

242 

All households receive electricity, water, sanitation and refuse 
removal 

Farms 

1486 

No basic services 

Table 41: Basic services per area/ business and farms 


4.4.6 HOUSING 

There are currently a waiting list for approximately 13 500 housing units in the Swellendam municipal 
area. The housing waiting list for Swellendam is currently being updated by the Human Settlements 
Department of the Western Cape Provincial Government, and all listed applicant's particulars are being 
verified with the national data base. The provision of housing is the singular most debated public service 
in the public domain, and is actually a provincial competence. Municipalities are however directly 
involved in the delivery of houses. 

A summary of houses built in the recent years are depicted in Table 55: 


Financial year 

Number of bouses built 

Number of sites serviced 

2008/09 

35 houses in Malagas 

0 

2009/10 

71 houses in Swellendam 

10 

2010/11 

None 

None 

Table 42: Housing delivery 


4.4.7 ROADS AND STORM WATER 


The following table provides an overview of the total kilometers of roads maintained and roads resealed 
in the Swellendam municipal area: 

a) TARRED ROADS 
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Tarred Roads 

Financial year 

Total km tarred 
roads 

Km new tar roads 

Existing tar roads 
re-sealed 

Km of existing tar 
roads 

rehabilitated 

2009/2010 

85km 

2.5km 

55000 square 
meters 

9000 square 
meters 

2010/2011 

82.3km tar 

0.8K paving 
Information 
obtained from 

Pavement 

Management 

System 

6745 square meters 
(+- 1,375km) 

None 

1500 square 
meters Voortrek 

Street Tender 
292/2010 

Table 43: Tar Roads 


b) GRAVELLED ROADS 

The following table provides an overview of the total kilometers of graveled roads constructed and 
maintained in the Swellendam municipal area: 


Gravel Roads 

Financial year 

Total km gravel 
roads 

Km new gravel 
roads constructed 

Existing gravel 
roads upgraded 
to tar 

Km of existing 
gravel roads 
maintained 

2009/2010 

35km 

0.5km 

2.5km 

15km 

2010/2011 

26.9k Gravel 

10.8km Dirt 

Information 

obtained from 

Pavement 

Management 

System 

None 

1.375km 

20km 


Table 44: Gravel Roads 


c) COST OF CONSTRUCTION/MAINTENANCE OF ROADS AND STORM WATER 

The total cost for maintenance for the 2010/ 2011 financial year amounted to R 3, 468, 077-76. 

4.5 MUNICIPAL INFRASTRUCTURE AND OTHER GRANTS 

The Swellendam Municipality received a total grant amount of R 11 604 million for infrastructure and 
other capital asset projects for the year under review, from the National and Provincial Government. 
The performance on the spending of the grants can be summarized as follows: 
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National Government Grants 

Description 

2009/2010 

2010/2011 

Amount 

received 

R’OOO 

Amount 

spent 

R’OOO 

% 

spent 

Amount 

received 

R’OOO 

Amount 
spent R’OOO 

% 

spent 

Financial Management Grant 

2 750 

3 0 76 

111.8 

3 000 

3000 

200 

Municipal Systems Improvement 

Grant 

735 

868 

118.1 

750 

615 

82 

Municipal Infrastructure Grant 

8 680 

8 078 

93.1 

5 625 

7 312 

128.22 

Flood Damage Grant 

36 991 

3 720 

10.1 

- 

29315 

0 

National Electrification Program 

600 

536 

89.3 

0 

0 

0 

Table 45: National Government Grants 


Provincial Government Grants 

Description 

2009/2010 

2010/2011 

Amount 

received 

R’OOO 

Amount 

spent 

R’OOO 

% 

spent 

Amount 

received 

R’OOO 

Amount 
spent R’OOO 

% 

spent 

Spatial Development Framework 

- 

0 

0 

- 

- 

- 

Multi-Purpose Centre: Construction 

- 

0 

0 

- 

- 

- 

Suurbraak Master Planning 

- 

0 

0 

- 

- 

- 

Library Services: Infrastructure 

243 

257 

105.8 

- 

- 

- 

Community Development Workers 

0 

0 

- 

- 

- 

- 

Emergency Housing 

0 

0 

- 




Library Roof 

0 

0 

- 

- 

- 

- 

Housing Provision 

5 711 

4250 

74.4 

2 229 

276 

12.4 

Masbanbane Project 

0 

0 

- 

- 

- 

- 

Table 46: Provincial Government Grants 
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In the evaluation of perfornnance on spending, the percentage of the allocated grant spend cannot be 
used in isolation. The achievement of the intended objective should also be measured, to determine the 
actual performance. In some instance a project can be completed for an amount less than the allocated 
grant, meaning that a saving has been achieved. In other instances the actual costs exceeds the grant 
amount, which must then be funded from own internal sources. 

The following comments are applicable for the expenditure on each of the individual grants received 
from national and provincial government for the past three years: 

• Financial ManaRement Grant (FMG) - This grant has become over the years essential for the 
improvement of financial management. The implementation of General Recognized Account 
Practices (GRAP) is an extremely expensive exercise, and the grant is used primarily to 
implement GRAP practices and principles. 

The demand side for funding in this regard normally exceeds supply, and the grant amount is 
normally exceeded. 

• Municipal Systems Improvement Grant (MSIG) - This grant has become over the years essential 
for the improvement of financial management and other legislative compliance issues. The 
implementation of General Recognized Account Practices (GRAP) and the various other 
compliance stipulations are extremely expensive, and the grant are used primarily to implement 
GRAP and compliance practices and principles. The demand side for funding in this regard 
normally exceeds supply, and the grant amount is normally exceeded. 

• Municipal Infrastructure Grant (MIG) - Grants from National Government are allocated in terms 
of the financial year of national government, leaving a municipality effectively eight months to 
spend the allocated funding. If the required periods for design, ElA's and supply chain 
management are also taken in account, it become basically impossible to spend such grants for 
infrastructure, within the year of award. Grant funding is therefore continuously rolled over to a 
next financial year. 

4.6 LOCAL ECONOMICAL DEVELOPMENT 

4.6.1 LOCAL ECONOMIC DEVELOPMENT STRATEGY 

The first Local Economic Development Strategy and Action Plan 2008-2011 of the Swellendam 
Municipality were formally approved on 4 December 2007. Central to this strategy are the following key 
imperatives: 

• to improve, develop and maintain the local economy; and 

• to ensure and accelerate long term economic growth 

In adopting the LED-document as a strategic document, Swellendam Municipality is encouraging people 
and stakeholders at all levels to participate in local economic decision making which explores creativity 
and builds entrepreneurship at all levels of society. Given the challenges that are faced with job creation 
and poverty eradication, the strategy builds a platform for bringing all on board in working towards 
solutions. A further aim of the strategy is to establish a basis for Council on which further local 
economic development can be built and enhanced. It is also aimed at increasing jobs and selling the 
vision of the Municipality to the private sector. 

The strategy is based upon a 2001 analysis of the economic trends, characteristics and priorities of the 
local economy and is subject to change once the new socio-economic profile is in place. It is further also 
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based on inputs from the community, the Swellendam IDP, the ODGDS and the PGDS. The need to take 
advantage of new economic opportunities and to address the developmental needs of the greater 
Swellendam area is also addressed in the current strategy. 

The strategy is a multi-stakeholder area-wide strategy that must be collectively owned and driven. 

(a) VISION 

The vision of the strategy is indicated as "A robust and inclusive local economy addressing local needs 
and exploiting local opportunities, real, potential and competitive advantages". 

This vision is in line with the vision defined in the Swellendam IDP, namely "Shared Prosperity through 
Cooperative Participation". 

(b) OBJECTIVES 

The objectives indicated in the strategy, is to have a local economy that is strong, inclusive and 
sustainable, and which supports the growth and development of local employment, income and assets, 
overcoming constraints and competition to capitalize on opportunities. A local economy that will: 

• Increase economic growth; 

• Sustain the natural resource base for future generations; 

• Broaden participation in the economy; 

• Reduce unemployment; 

• Reduce poverty; and 

• Utilizing the human capital of the residents of Swellendam. 

(c) STRATEGIC THEMES 

To ensure the economic growth of the area it is essential to focus on the strategic sectors and to 
implement strategies and programs to facilitate economic growth. The strategic interventions contained 
in the strategy are based on inputs from communities, the Swellendam IDP, the Overberg District 
Growth and Development Strategy (ODGDS) and the Provincial Growth and Development Strategy 
(PGDS). The strategy is structured around four central themes identified, to act as mechanisms that will 
give direction for the objectives of the Municipality. These strategic themes are: 

• Tourism development; The Greater Swellendam Tourism Organisation (GSTO) was established in 
2009. The GSTO performs the tourist function on behalf of the Municipality in terms of a service 
level agreement. The GSTO has increased the number of members, developed a tourism 
website, established learner ships, developed a hiking trail in Railton and the number of visitors 
to the Greater Swellendam area is annually increasing. 

• Business and enterprise. A major challenge in terms of resources especially capital. 

• Skills and education. The Small Business Enterprise Agency (SEDA) and the Provincial Sector 
Departments assist in this regard; and 

• Infrastructure development. Mainly from grant funding in terms of the National and Provincial 
funding models. The Municipal own budget is under extreme pressure and internal funds 
limited. Funds were mainly spent on flood damage control and upgrading projects and 
determining of flood lines and the upgrading of the Sewerage Treatment Works. 
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(d) ALIGNMENT 


The Swellendam LED strategy is aligned with the Western Cape Provincial Growth and Development 
Strategy (PGDS) and the Overberg District Growth and Development Strategy (ODGDS). The Swellendam 
Municipality also shares the same vision for its local economic development with National Government, 
quoted as: 

"A robust and inclusive local economy exploiting local opportunities, real potential and competitive 
advantages, addressing local needs and contributing to national development objectives" 

Afore-stated is reflected by the following goals contained in the Swellendam LED Strategy: 

• to increase local economic growth; 

• to sustain the natural resource base for future generations; 

• to broaden participation in the economy; 

• to reduce unemployment; 

• to reduce poverty; and 

• to build the human capital of the residents of Swellendam, especially the poor. 

The effective implementation of a local economic strategy requires cooperation between the local 
Municipality, the local District Municipality, the Province and the surrounding municipal areas. These 
networks are an important resource for maximizing the impact of investments. The strategy should 
therefore be aligned with the District, Provincial and National Strategies and Policies and must be in line 
with Government's aim of "development of sustainable local economies through integrated government 
actions" as contained in the National Framework for Local Economic Development. 

e) LONGTERM INFRASTRUCTURE INVESTMENT STRATEGY 

The following infrastructure interventions are identified in the Swellendam LED Strategy (2008-2011) as 
the catalysts projects for economic development in the area: 

• Development of business and industrial sites to meet demand. A number of Business erven for 
small Business erven were created through Town Planning and subdivision, but the funds for 
servicing of the erven is lacking. 

• Development of informal trading areas at strategic locations across the area. Also in this regard 
funds are a major challenge. External applications were unsuccessful. 

• Initiation of an initial study for the possible establishment of bus or other public transport 
routes to improve the connectivity between towns. Lack of funds for implementation. 

• Conduct of an Infrastructure Backlog Review. The review has not been commenced with due a 
funding challenge. 

• Integrated Signage Program involving new N2 tourism signage and heritage, and arts and culture 
signs at appropriate locations across the area. Lack of funds for implementation. 

f) INTERVENTIONS TO PROMOTE INVESTMENTS 

The following interventions to promote Investments are contained as projects in the Swellendam LED 
Strategy (2008-2011): 

1. Heuningbos Film Project : 

A permanent film/production school has been established for learners to follow short courses 
on film making. 
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2. Investment Promotion : To engage with WESGRO to promote the greater Swellendam as a 
premier location for investment. This project is hampered by a lack of capital. 

3. Undertaking of feasibility studies for larRe scale capital investments such as : 

• A cable car project for Swellendam which were withdrawn. 

• A culture center. Applications for external funding were unsuccessful. 

• Fairs. Two fairs were established in Swellendam and one in Barrydale. 

• Public transport (taxi) service has been incorporated in the Overberg District Municipalities 
Transport Plan. 

• Establishment of Enterprise Centre : To undertake feasibility study to investigate the 
potential/viability of establishing an Enterprise Centre in the "Old Jail" complex in Swellendam 
as to provide assisted workspace for emerging entrepreneurs. External applications have been 
lodged and are still under consideration. 

g) INTERVENTIONS TO PROMOTE SKILLS DEVELOPMENT 

The following interventions to promote skills development are contained as projects in the Swellendam 

LED Strategy (2008-2011): 

• To develop a one to one mentoring program between established entrepreneurs and emerging 
entrepreneurs. A lack of interest leads to non-implementation. 

• To increase employability in the local community through training and skills development 
interventions such as; ABET, trades training, obtainment of driver's licenses and capacity 
building through sports, arts and culture. Training were conducted by Provincial Sector 
Departments and facilitated by the Municipality. It inter alia included Basic Business Skills 
Training. 

• To provide tourism training programs and internships for guides, front of house customer 
services, chefs / catering, housekeeping and hospitality management. Training programmes was 
provided by the GSTO. 

• To draw up a funding application to secure external funding for the undertaking of a 
comprehensive skills audit throughout the whole area. Funding applications were unsuccessful. 
The programme is not a priority for funders. 

• To draw up funding bids for trades training such as bricklaying, carpentry, etc. Referred to FET 
Colleges. 

• Basic Business Skills Training Program in partnership with external institutions. Also referred to 
FET Colleges. 

• Investigation into the establishment of a tertiary training facility for the Swellendam area. 
Population too small to qualify for a FET College. 

h) INSTITUTIONAL ARRANGEMENTS FOR STRATEGY IMPLEMENTATION 

To actually be able to execute the planned interventions allowed for in the strategy, capacity must be 

created by staff appointments in a LED Unit and funding, to provide support services in order to ensure: 

• Planning, execution, monitoring and evaluation of projects. LED unit not established yet. 

• Structured SMME development and support. Only through EPWP projects. 7 SMME'S 
established. 

• Enhancement of tourism services. Ongoing trough GSTO. 
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• Involving ward committees, institutions and business chambers as vehicles for monitoring, 
evaluation and implementation. Only 3 Wards committees were functioning during year under 
review. 

• Public buy into the strategy, given the failure of the previous program (LEDA). Community buy- 
inn obtained through community meetings held. 

• Prepare and submit funding bids as identified in the LED strategy. A number of funding 
proposals were submitted as elsewhere in this report mentioned. 

A new Development Forum for the Swellendam municipal area must still be established to oversee the 
implementation of the strategy. This oversight mechanism must be implemented as soon as possible. 
Afore-stated forum must enhance linkages with the private sector, as mechanism to try and overcome 
the shortage of funds. Establishment hampered due to political indifferences. 

4.6.2 LOCAL ECONOMIC DEVELOPMENT INITIATIVES 

Job creation remains a high priority and municipal capital projects are structured in such a way that the 
maximum job opportunities created are maximized by using manual labour for construction purposes, 
instead of mechanical methods. 

The following job opportunities/full time jobs were created through various LED projects for the year 
under review: 


Local Economic performance indicator 

Project/programme 

Job opportunities 

Suurbraak vegetable farm project 

9 

Barrydale vegetable farm project 

2 

Swellendam small farmers project 

46 

Barrydale small farmers project 

39 

Suurbraak small farmers project 

129 

Tradouws workers trust (LRAD project) 

89 

Barrydale solid waste recycling project 

— 

15 

Swellendam solid waste recycling project 

25 

Labour intensive infrastructure projects 

Start-up businesses (SMME'S) Municipality's 

7 SMME'S through EPWP. 

assistance Red Door EPWP etc. 

Red Door closed down. 
SEDA 

Table 47: Local Economy Jobs created 


4.6.3 TOURISM INITIATIVES 

A Service Level Agreement between the Municipality and the Greater Swellendam Tourism Organization 
(GSTO) was signed in January 2010 that initiated the officially takeover of the municipal tourism function 
by the GSTO in March 2010. The GSTO launched its first newsletter on the 28th of January 2010, which 
has since been published every last Friday of each month. All activities of the Swellendam Tourism 
Organization are covered in the newsletter. Product owners were also visited to enhance awareness of 
the STO. 
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The GSTO took over the tourism information office of the Swellendam Municipality from 1 March 2010. 
The Swellendam and Barrydale Offices are staffed by full time staff members, with the Suurbraak Office 
operated as a satellite office. Malagas/ Infanta will have A satellite office will be opened in the near 
future at the Malagas Hotel for Malagas / Infanta. The head office of the GSTO will remain in 
Swellendam, and the Sipiershuis is retained as the head office of the GSTO. In an effort to enhance 
awareness about the GSTO presentations were made at various forums. Tourism shows such as the 
Cape Argus / Pick and Pay Argus Cycle Tour, the Lifecycle Expo and the Durban Tourism Indaba. 

4.6.4 LOCAL ECONOMIC DEVELOPMENT CHALLENGES 

The following challenges exist for local economic development in the Swellendam municipal area, as 
depicted in table below: 


Priority Area 

Challenge 

Oversight 

LED Forum for municipal area and district not implemented due 
to Political indifferences. 

Operational 

Local LED Agency not functional due to political differences. 

Finance 

Execution of LED projects restricted because of a lack of 
funding. 

Operational 

Implementation of LED strategy restricted because of limited 
capacity in LED Unit. 

Table 48: LED Challenges 


4.7 DISASTER MANAGEMENT SERVICES 

4.7.1 DISASTER MANANAGEMENT SERVICES RENDERED 

Notwithstanding the fact that disaster management is the overall responsibility of a District 
Municipality, a local municipality still has responsibilities in terms of the Disaster Management Act. 

The key responsibility of the local municipality is to monitor the disaster situation, provide assistance 
were required and to provide shelter to vulnerable communities whose residents were damaged or 
flooded. Government institutions committees under the auspices of Social Development and in 
conjunction with other community based organizations, such as the Red Cross Society, SAPS and ACVV, 
also render services in case of emergencies and disaster relief functions. 


Government Sphere 

Institution involved 

National 

National Disaster Management Centre 

Provincial 

Provincial Disaster Management Centre (Department Local 
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Government) 

Municipal 

Fire, Rescue and Disaster Management Department (Overberg 
District Municipality) 

Municipal 

Swellendam Local Municipality 

National / Provincial 

National Departments at local level (SAPS / Health Department 
/ Social Services / Emergency and Rescue Services) 

Table 49: Disaster Management Structure 


4.7.2 DISASTER MANAGEMENT SERVICES PERFORMANCE HIGHLIGHTS 


Disaster Management Highlights 

Highlight 

Description 

2009 Floods 

Severe rain and wind occurred. Properties were 
damaged. Flooded assets were destroyed. 

Livestock were washed away. An intensive 
investigation was done by a service provider to 
determine the extent of the flood damage. A 
disaster management plan has been adopted by 
council and should have been reviewed in 2011. 

Fire protection association 

A fire protection association was established and a 
business plan finalised to address the fire hazards 
in the area. 

Working for fire 

Working for fire is playing a crucial role in 
firefighting in the area and various training for 
individuals has been executed. 

Table 50: Fire Fighting highlights 


4.7.3 FIRE, RESCUE, TRAFFIC AND DISASTER MANAGEMENT SERVICES CHALLENGES 


Disaster Management Challenges 


Disaster management plan 


Transportation plan 


Traffic and law enforcement 


Removal of alien vegetation 


Fire breaks 
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Table 51: Fire, Rescue, Traffic and Disaster Management Challenges 


CHAPTER 5: FUNCTIONAL PERFORMANCE 


5.1 DIVISION OF FUNCTIONS 

The functional performance of the municipality in terms of the services delivered by the Swellendam 
Municipality provides comprehensive information on the implementation of the SDBIP and relevant 
functional area reporting schedules. Each institutional unit within the municipal institution is allocated 
specific function aligned with the vision and mission statements of the institution. The various functional 
units are grouped together in directorates / departments with a head of department, reporting to the 
Municipal Manager. 

The functional breakdown per Directorate / Department is depicted in the following table: 


Functional Breakdown per Directorate 

Office of The Municipal 

Manager 

Municipal Manager 

Strategic Services 

Internal Audit 

Corporate Services 

Administration and support Services 

Legal Services 

Land and Property Administration 

Human Resources 

Town Planning and Building Control 

Community Services 

Housing 

Libraries 

Parks and recreation 

Environment control 

Sport facilities 

Community halls and -centers 

Traffic Services, Licensing and Disaster Management 

Solid Waste Management 

Financial Services 

Income 

Expenditure 

Budget Office 

Supply Chain Management 

Financial Administration, reporting and compliance 

Engineering Services 

Roads and Stormwater 

Water and Sewerage 

Electricity 
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Project Management 
j Fleet Management 

Table 52: Functional breakdown of Management Structure 


5.2 MUNICIPAL FUNCTIONS 

5.2.1 SERVICE DELIVERY IN TERMS OF ALLOCATED POWERS AND FUNCTIONS 

a) SERVICES DELIVERED BY SWELLENDAM MUNICIPALITY 

The following municipal services are rendered by the Municipality of Swellendam on a fulltime basis in 
terms of the powers and functions allocated to a local municipality in terms of Schedules 4B and 5B of 
the Constitution of South Africa: 

• The provision and management of two cemeteries in Swellendam, two cemeteries in Barrydale 
and one cemetery in Suurbraak. 

• The control of undertakings that sells liquor, in terms of the stipulations of zoning schemes. 

• The control of fencing and fences, in terms of the stipulations of applicable legislation, 
regulations and by-laws. 

• The provision of libraries and library services. Libraries are provided in the follow towns and 
suburbs, Barrydale, Swellendam (Central Business District), Swellendam (Railton), Suurbraak and 
Buffeljagsrivier. A mobile library service is also provided for old age homes and rural areas. 

• The management of building control and enforcement of building regulations. 

• The control of public nuisances by the enforcement of the applicable municipal by-laws. 

• The control of noise and air pollution. This service is presently provided in close association with 
the Overberg District Municipality and the Western Cape Provincial Government, by contracting 
the required skills for statutory inspections, from outside sources. 

• Distribution and sale of electricity in the licensed areas for the towns of Swellendam, Barrydale 
and Suurbraak. 

• Enforcement of informal trading regulations within the whole municipal area. 

• The management and control of street trading in all towns by means of street trading bylaws. 

• Provision of child care facilities. 

• Provision, management and enforcing of land use planning by means of structure plans, spatial 
development framework, planning ordinance and zoning schemes regulations. 

• Provision of local economic development services, development planning services and the 
management of an industrial and commercial development incentive scheme for industrial and 
commercial investors and developers. 

• Provision and management of municipal public works in all Swellendam, Barrydale, Suurbraak, 
Buffeljagsrivier and Infanta. 

• Provision and maintenance of municipal roads, streets and sidewalks in all towns, villages and 
hamlets. 

• Provision, maintenance and management of public places, public halls, local amenities, beaches 
and amusement facilities within the municipal area. 

• Provision, maintenance and management of sport facilities in Swellendam, Barrydale, Suurbraak 
and Buffeljagsrivier. 

• Provision and management of municipal parks and recreation within the municipal area. 
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• Provision and management of storm water management services in built-up areas. 

• Management of local tourism by means of the provision of tourism services in terms of a Service 
level Agreement with the Swellendam Tourism Organisation. 

• Regulation, control and management of jetties, piers and local harbors/slipways. 

• The Control and Administration of Rivers is managed in terms of an Service level Agreement 
with the Lower Breede River Conservancy Trust. 

• Provision and management of cleansing services within the municipal area. 

• Provision and management of refuse removal services in the towns of Swellendam, Barrydale, 
Suurbraak, Buffeljagsrivier, Malagas and Infanta. 

• Provision and management of landfill sites in Swellendam, Infanta and Malagas. 

• Control and regulation of billboards and the display of outdoor advertising signs. 

• Provision and management of facilities as municipal animal pounds. 

• Provision of street lighting in build-up areas, within the municipal area. 

• Provision and management of traffic services, traffic law enforcement, road markings and road 
traffic signs. 

• Provision and management of parking services and facilities in towns, villages and hamlets 
within the municipal area. 

• Supply, control and management of public transport facilities. 

• Provision, maintenance and management of water purification, the storage of potable water, 
and the reticulation and sale of potable water for human consumption and industrial use. 

• Storage and distribution of irrigation water in Swellendam, Barrydale and Suurbraak. 

• Provision and management of sewage disposal facilities for industrial effluent and sewage 
water, within the municipal area. 

• Provision, maintenance and management of sanitation infrastructure for the reticulation of 
industrial effluent and sewage water, within the municipal area. 

• Provision, maintenance and management of risk mitigation measures such as fire breaks and 
other interventions. 

• Management of local disaster situations. 

• The provision of emergency housing and associated municipal services for informal settlements. 

• The control of the keeping of animals in built-up areas. 

• Squatter control and management. 

• The eradication of alien vegetation on public land. 


b) SERVICES DELIVIRED IN TERMS OF SPECIAL SERVICE DELIVERY ARRANGEMENTS 

Certain municipal services are currently being rendered in terms of special service delivery 
arrangements by external service providers, on behalf of the Municipality of Swellendam. The special 
arrangements made, are because of specific operational conditions applicable for service delivery within 
a specific geographical area or preference for service delivery by an external service provider: 

Lower Breede River Conservancy Trust - The Lower Breede River Conservancy Trust (LBRCT) is a non- 
profitable organization established and operated by residents residing in the villages and hamlets 
alongside the Breede River Estuary. The members of the trust are all involved on a voluntarily basis in 
nature conservation matters of the river estuary, as well as the use and management of the river 
estuary. The operations of the LBRCT is funded through contributions from its members, income 
received from boat licensing collected on behalf of the Swellendam Municipality, fines collected from 
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the enforcement of municipal river by-laws, and government grants received from the national 
government for coastal and marine management on the river estuary. The finances of the Lower Breede 
River Conservancy Trust as service provider, are monitored in terms of the stipulations of the Municipal 
Finance Management Act, 2003 (Act 56 of 2003), as amended. The LBRCT annually submit an 
operational budget of expenditure and income, with boat tariffs to the Swellendam Municipal Council 
for approval. The audited financial statements of the LBRCT as service provider are annexed to the 
Annual Report as ANNEXURE C. 

Greater Swellendam Tourism Organization - The GSTO is a non-profitable organization established and 
operated by tourism stakeholders in the municipal area, since March 2010. The operations of the GSTO 
are funded through membership fees and funding supplied by the Swellendam Municipality. The 
finances of the GSTO as service provider, are monitored in terms of the stipulations of the Municipal 
Finance Management Act, 2003 (Act 56 of 2003), as amended. The GSTO annually submit an operational 
budget of expenditure and income to the Swellendam Municipal Council for approval. The audited 
financial statements of the GSTO as service provider will be submitted annually for inclusion in this 
report. 

The audited financial statements of the GSTO as service provider are annexed to the Annual Report as 

ANNEXURE D. 

Independent contracted service providers - Municipal services are in certain instances delivered by 
independent service providers, because of certain geographical constraints or service capacity 
restrictions. In the case of the village of Infanta, the delivery of municipal services, such as refuse 
removal, general municipal public works, cleansing services, road maintenance, etc. are rendered by 
such an independent contracted service provider. The private firm Geodebt also delivers credit control 
and debt collection services to the Swellendam Municipality. 

c) OTHER AGENCY SERVICES RENDERED 

Various other specific services are also rendered on behalf of other spheres of government on an agency 
basis by the Municipality of Swellendam. The involved services are: 

• The management of housing developments and housing schemes as agent for the provincial and 
national governments. 

• The management and operation of a vehicle testing facility in Swellendam as agent for the 
National Department of Transport. 

• The management and operation of a licensing center in Swellendam as agent for the Western 
Cape Provincial Government for the licensing of motor vehicles, the issuance of public transport 
permits and the testing and issuance of learner licenses for drivers and driver licenses. 

• The management of a government multi-purpose community center as agent for provincial and 
central governments. The Thusong Multi-purpose Community Center Railton, which was funded 
by government grants, has been opened in June 2008 and house different service providers for 
the community, such as government social services, welfare institutions, facilities for the 
payment of government grants and home affairs. 

• The management of marine resources and coastal management as agent for the National 
Department of Environmental Affairs and Tourism: Branch Marine and Coastal Management, for 
the designated area of the Breede River Estuary, and the Indian Ocean coast from the mouth of 
the Breede River to Balkfontein. Afore-stated marine resources and coastal management 
services are rendered on behalf of the Swellendam Municipality by the Lower Breede River 
Conservancy Trust as external service provider. 
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d) CHALLENGES IN SERVICE DELIVERY 


Where problems are experienced with service delivery, the challenges need to be investigated and 
remedial strategies be implemented, to address the specific identified issues. Because demand for 
service delivery will always exceed the availability of resources to deliver services, integrated public 
participation and planning processes must be followed, to ensure the actual public needs are met and 
the required standards for service delivery are attained. Specific request for municipal service delivery in 
remote rural areas where urbanization are now occurring more and more, and must be properly 
planned to ensure long term viability. The resources for the initial capital outlay for infrastructure are 
also a major challenge. 

5.2.2 EXTENT OF SERVICE DELIVERY FOR KEY MUNICIPAL SERVICES 

The extent of key municipal service delivery in terms of standards and effectiveness vary from 
geographical area to geographical area. If the status of key municipal services infrastructure are 
analyzed, specific trends, standards and technical problems can be identified, that need to be corrected 
in terms of capital spending in terms of the medium term expenditure framework and future budgets, to 
ensure optimal utilization and capacity for future growth, 
a) PROVISION OF WATER SERVICES 

The status of the provision of water infrastructure as key municipal service for each of the towns, 
villages and hamlets in the municipal area are as follows: 

Swellendam - The upper reaches of the Klippe River is the main water source for the town of 
Swellendam. The water source (raw water) for the town of Swellendam is adequate and can 
accommodate future growth. Water is extracted from the source via a weir into a 450 mm diameter 
pipe, which is routed to a distribution chamber, from where it is taken by means of a 250 mm diameter 
pipe to the Swellendam Water Treatment Plant. Surplus water is routed to three conservancy dams, 
namely Grootkioof 1, 2 and 3. An additional conservancy dam (Grootkioof 4) need to be constructed in 
future to accommodate future growth. The water treatment plant has been upgraded as far back as 
1991. The water treatment plant is currently upgraded to accommodate future demand and for 
compliance to Blue Drop Certification. Five reservoirs are available in Swellendam to provide storage 
capacity for potable water. Water pressure and reticulation capacity has been identified in the 
Bakenskop area of Swellendam, and a second reservoir need to be constructed for the involved area to 
address the problems experienced. The water reticulation network is adequate, although the 
completion of various ring feeds in the network can improve water distribution management. Portions 
of the water reticulation network for Swellendam has been installed as far back as 1921 and need 
urgent replacement. Water losses suffered through water pipe breakages will also in the near future 
results in considerable potable water losses, and will affect income streams. 

Barrvdale - The Huis River is the main water source for both potable and irrigation water for the town of 
Barrydale. The Municipality has a water right of 78 hours per week from the water source. The water 
withdrawn from the water source is stored in two separate reservoirs for potable water and two dams 
for irrigation water. To ensure the availability of potable water for future growth and during the dry 
season, the storage capacity for water must be urgently enlarged. The availability of water for use by the 
town need to be augmented, and the use of boreholes as sources of water will have to be investigated 
in the near future. A new water treatment facility was constructed in 2005 for Barrydale. To allow for 
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future growth of the town the capacity of the water treatment facility need to be upgraded again. 
Purified water is stored in five reservoirs in the reticulation system, for distribution to the various 
residential areas of the town. To optimize the storage and distribution of potable water, the reticulation 
system of Barrydale need to be revised and upgraded. 

Suurbraak - The water source for Suurbraak is located at the origin of a tributary of the Buffeljags River 
up in the Langeberg Mountain. The water received from the water source is piped and routed through 
the Buffeljags River to the water treatment plant in Suurbraak. The water treatment plant has recently 
been upgraded and has currently a purification capacity of 32 Kl per hour. The treatment capacity is 
currently considered to be sufficient for a population of up to 7600 people. No storage facility for raw 
water, before treatment, is currently available and the lack thereof is considered to be a weakness in the 
water provision system for Suurbraak. The purified water is pumped to five small reservoirs in the 
reticulation system for Suurbraak, for further distribution. The reservoirs available for the storage of 
potable water is insufficient and capacity need to be upgraded. The water reticulation system has not 
been extended yet to erven north of the Buffeljags River and the few individuals occupying residency 
there on a fulltime bases, obtain there water from rainwater storage facilities. The extension of the 
water distribution network to the involved area is not considered to be presently a priority because of 
the low occupancy rate of the area and because other urgent priorities need to be addressed first. 

Rietkui l - The rural area known as Rietkuil is an adjoining small holding area is presently being supplied 
by potable water by the Overberg Water Board. The supply of potable water to the Rietkuil area is done 
by an independent water board under the auspices of the National Department of Water Affairs and 
Forestry. The transfer of the Rietkuil Water Scheme to the Municipality of Sweilendam is presently being 
negotiated with the National Department of Water Affairs and Forestry. 

Buffeljagsrivier - The village of Buffeljagsrivier is supplied with raw water by an open irrigation channel 
from the Buffeljags Dam. The water is treated in the water treatment plant of the village and then 
stored in a reservoir for distribution. The capacity of the current water supply storage facility as well as 
the water treatment plant are not sufficient to accommodate the existing residents of the village in 
terms of supply demand or to ensure good quality potable water. A long term solution would be to 
supply the village out of the Sweilendam water reticulation system. In order to implement the solution, 
the construction of a bulk water supply line between Sweilendam and Buffeljagsrivier are required. The 
Sweilendam water storage capacity (reservoirs for potable water) and water reticulation infrastructure 
must also then be further upgraded to accommodate the additional supply demand. This solution is 
currently being investigated for inclusion in the future IDP and future expenditure frameworks for 
project funding. 

Infanta - Water supply for domestic and other uses are provided by the residents themselves, either by 
means of rainwater collection or from boreholes. Water used is treated individually for domestic 
consumption. No municipal water provision service is currently rendered to the village of Infanta. 
Concerns exist about the future use of boreholes, because the area is serviced by soak away sanitation 
septic tanks, which may be contaminating ground water. Long term solutions for the supply of potable 
water are presently being investigated. The lack of available water sources for domestic consumption is 
restricting the further development of the village. 

Malagas - Some of the properties in the village have access to potable water supplied by the Overberg 
Water Board, while others make use of water sources such as rainwater collection, ground water from 
boreholes or water pumped directly from the Breede River. Water used is treated individually for 
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domestic consumption. No municipal water provision service is currently rendered to the village of 
Malagas. The emergency housing project presently under construction at Malagas, will place further 
strain on potable water provision. Long term solutions for the supply of potable water are presently 
being investigated. The lack of available water supply for domestic consumption is restricting the further 
development of the village. 

Stormsviei - Water supply for domestic and other uses are provided by residents themselves, by means 
of rainwater collection, from boreholes or water pumped directly from the Sonderend River. Water used 
is treated individually for domestic consumption. No municipal water provision service is currently 
rendered to the hamlet of Stormsviei, because of various reasons, such as sustainability and viability. 

Other rural areas - The Overberg Water Board is the main supplier of potable water to the rural areas. 
On agricultural holdings rivers and groundwater sources provide water for irrigation and farming 
purposes. The largest dam in the Swellendam municipal area is the Buffeljags Dam, with a storage 
capacity of 5370 thousand million cubic meters of water. Various rural settlements and farm schools are 
presently experiencing problems with sustainable access to and consistency of water sources, and the 
quality of the water available for domestic usage. Farm schools are in some instances serviced by 
municipal water tankers, to supply water for basic sanitation and human consumption. Service delivery 
contracts for the supply of potable water to communities are presently being negotiated with the 
Overberg Water Board. 

b) PROVISION OF SANITATION SERVICES 

The provision of sanitation infrastructure for towns, villages and hamlets of the municipal area, is mainly 
determined by access to a sustainable water source. Only areas with sufficient available water can be 
serviced by waterborne sewerage systems. In the absence of such systems, sewage suction services, 
septic tanks, soak away sanitation facilities and conservancy sewage tanks must be used for sanitation 
purposes. The status of the provision of sanitation infrastructure as key municipal service for each of the 
involved towns, villages and hamlets in the municipal area are as follows: 

Swellendam - Two sewage treatment plants, namely the Klipperivier Sewage Plant and the N2 Sewage 
Plant, are presently operated for the town of Swellendam. A decision has been taken by the Municipal 
Council of Swellendam to close the N2 Sewage Plant, and to move the plant to another location. The 
rationale behind this decision is that the N2 Sewage Plant was located right at the entrance of the town 
in a very narrow urban corridor created by restricting geographical and topographical characteristics of 
the surrounding area, and was restricting the future urban growth of the town of Swellendam. The 
existing Klipperivier Sewage Plant, located on the north-west urban edge of the town of Swellendam, is 
to be upgraded during the 2009 to 2012 years to replace the capacity lost because of the intended 
closure of the N2 Sewage Plant. Upgrading of the Klipperivier Sewage Plant will also allow for the 
creation of capacity for the future growth of the town of Swellendam for the next 20 year scenario. The 
existing sewage works are already exceeding their capacity and the upgrading of sewage disposal 
capacity is a very high priority.The sewage reticulation system for the town of Swellendam is fairly old 
and need to be upgraded to provide for sufficient level of service for new developments resulting from 
the densification of the urban area. 

Barrydale — The older part of the town of Barrydale is currently being serviced by conservancy sewage 
tanks, while the newer residential area of Smitsville has a waterborne sewage system. The sewage 
treatment plant in Barrydale has not been completed and consist presently only of oxidation tanks. The 
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sewage purification systenn is therefore problematic and need urgent upgrading. The present location of 
the Smitsville Sewage Plant is also problematic, because it is restricting the future extension of the 
adjoining residential area (Smitsville) and can only service the Smitsville residential area, because of 
restricting topography. Consideration must therefore be given for relocation, to provide a sewage 
treatment plant that can service the whole town of Barrydale, as well as future developments of the 
town. The present treatment plant is also lacking capacity and need to be expanded significantly to 
comply too purification standards and to serve the entire urban area. The planning for this project has 
already started, and the project is considered a priority. 

Suurbraak - Nearly all houses (680 units) on the south side of the Buffeljags River have waterborne 
sewage. Presently all sewage gravitate to a pump station on the north-eastern edge of the town, from 
where it is being pumped to a sewage treatment plant which is located on the western edge of the 
town. The pumping system used, require maximum maintenance and must be considered a limiting 
factor in the effectiveness of the system and the management of capacity. The rising main connecting 
the pumping station and treatment plant is also inadequate and need to be upgraded. The capacity and 
quality of the present treatment plant is currently inadequate and cannot accommodate any future 
growth. Several alternatives are currently under investigation to address the problems experienced. The 
erven to the north of the Buffeljags River in the town have not yet been provided with waterborne 
sewage and are making use of conservancy sewage tanks. 

BuffeliaRsrivier - All houses in the village of Buffeljagsrivier have waterborne sewage connections. The 
capacity of the present sewage treatment plant is sufficient to serve 400 houses. The location of the 
present treatment plant is currently limiting future development possibilities. 

Infanta - No waterborne sewage system is used in the village. Sewage is dealt with by means of in-situ 
conservancy and septic sewage tanks. The replacement of the present sewage system is under 
investigation, because of the high risk of contaminating the ground water of the village. This problem is 
presently restricting further development of the village, and a solution is urgently required. 

MalaRas - No waterborne sewage system is used in the village. Sewage is dealt with by means of in-situ 
conservancy sewage tanks, septic sewage tanks and soak-away sanitation facilities. A sewage suction 
service is rendered by the Municipality of Swellendam. Serious concerns have been expressed on the 
negative impact that the present sewage system might have on the Breede River. The replacement of 
the present sewage system is currently under investigation. 

Other rural areas - A sewage suction service is rendered for households and schools within the rural 
area. The projection is that this service will need to be extended in future, as the type of sanitation 
facilities used in the rural area are changed from soak away sewage facilities to conservancy sewage 
tanks and septic tanks. 


c) PROVISION OF ELECTRICAL SERVICES 

Generated electricity is bought in all instances from Eskom, for further distribution in Swellendam, 
Barrydale and Suurbraak. Electrical distribution is undertaken by Eskom for all other villages and 
hamlets, and the rural area of the municipal area. 
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The limited ability of ESKOM to generate and distribute electricity is creating serious constraints for 
development. Power outages have become a common occurrence and vast amounts of money had to be 
invested in emergency power supplies and generators, to ensure general municipal service delivery in 
terms of water supply and sewage disposal. As a result of the national electricity generation and 
distribution limitations, the Swellendam Municipality was also requested to implement specific energy 
saving measures. 

The status of the provision of electrical infrastructure as key municipal service for the town and villages 
of Swellendam, Barrydale and Suurbraak are as follows: 

Swellendam - The current and projected growth of the town of Swellendam is placing enormous strain 
on the current electricity network and supply. Considerable upgrading of networks and the bulk 
provision of electricity are therefore required as a matter of urgency. The completion of an electrical 
master plan confirmed the constraints, and various projects are presently undertaken to address the 
electrical infrastructural and supply constraints. 

Barrydale - The current Eskom electricity supply problem to the town of Barrydale, will soon be solved 
by a new 66 KVA main power supply line presently being installed. The internal electrical infrastructure 
is of sufficient standard. 

Suurbraak - The current 50 KVA Eskom supply is insufficient for the electricity demand of the village. 
Presently many erven in Suurbraak cannot be supplied with electricity, because of a limited electrical 
distribution network. The overhead 11 KVA/44 V distribution network of Suurbraak has also been badly 
planned and need urgent corrections and maintenance. Master planning for the supply of electricity in 
Suurbraak has been completed, and solutions for the already identified constraints and problems can 
now be determined for implementation. These matters will receive attention in future capital budgets. 


d) PROVISION OF STORM WATER INFRASTRUCTURE 

The current storm water systems or the lack thereof in buildup areas and towns within the municipal 
area, is considered to be problematic and present in many cases high risks for residents. 

The status of the provision of storm water infrastructure as key municipal service in towns, villages and 
hamlets of the municipal area are as follows: 

Swellendam - All tarred municipal roads (80 %) in the town of Swellendam are provided with storm 
water management infrastructure. The 20 % un-tarred municipal streets have not been provided with 
storm water management infrastructure and problems are specifically experienced with storm water 
management in the involved areas. Storm water master planning for Swellendam will provide 
management measures, to prevent the future occurrence of flooding of areas, with resulting flood 
damage to infrastructure. 

Barrydale - No storm water management infrastructure presently exist for Barrydale. The absence of 
sufficient infrastructure is problematic, with resulting flooding of buildup areas and damage to property. 
Road bridges in the village are specifically vulnerable during severe weather conditions, because they 
are normally unsurpassable during floods. 
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Suurbraak - The tarred and un-tarred municipal streets in Suurbraak have not been provided with storm 
water infrastructure, with resulting problems experienced during severe weather conditions. Access to 
erven on the northern bank of the Buffeljags River is restricted during floods, because of access bridges 
being constantly flooded. 

Buffeljagsrivier - Major problems are experienced during the raining season of the winter months, with 
storm water in the village of Buffeljagsrivier. No storm water infrastructure has been installed in the 
village. The problems experienced with storm water management are further aggravated; because most 
houses have been constructed at levels lower than street level, with the resulting general occurrence of 
flooding of houses. The insufficient storm water infrastructure is causing the constant flooding of 
sewage pumping stations, with resulting spillage of sewage. To address afore-stated problems, certain 
amendments to operational systems have been implemented as temporary measures for problem 
solving. A total redesign of the system is required to address the identified problem permanently, which 
must be attended to in future budget cycles. 

e) PROVISION OF WASTE REMOVAL SERVICES 

The status of the provision of refuse removal services as key municipal service in the municipal area is 
determined by the adopted Integrated Waste Management Master Plan. The afore-stated master 
planning include aspects such as waste recycling, waste minimization, extension of the Bontebok Landfill 
Site at Swellendam and the rehabilitation of redundant landfill sites. 

Refuse removal are currently rendered in the towns, villages and hamlets of Swellendam, Barrydale, 
Suurbraak, Buffeljagsrivier and Infanta. 

A primary landfill site, the Bontebok Landfill Site is operated just outside Swellendam, which serves all 
the towns of the municipal area. The extent of the extension of the Bontebok landfill site needs to be 
investigated. This project has to be provided for as a future capital priority program in the IDP and 
budgets. Two secondary informal landfill sites are presently operated at Infanta and Malagas, which 
serves primarily as waste transfer stations. A formal landfill site is required for the areas of Malagas and 
Infanta, because the current facilities are not up to standard and sustainable. Refuse are sometimes 
conveyed over vast distances to the Bontebok Landfill Site, which pose specific challenges for the 
management of the refuse vehicle fleet. 

Extensive processes must be followed, to ensure that waste disposal comply too environmental 
legislation. Opportunities for waste recycling and waste minimization have also been further 
investigated, as part of the integrated waste management process. 


f) PROVISION OF CEMETERIES 

Cemeteries are currently provided throughout the municipal area, and all communities have access to 
cemeteries. A specific need exist for expansion opportunities for cemeteries in the municipal area. The 
extension of cemeteries needs to be handled in terms of national environmental management 
legislation, and budgetary allowances have therefore to be made to undertake environmental impact 
studies for afore-stated purpose. 
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g) PROVISION OF LAND USE AND BUILDING CONTROL SERVICES 

Land use planning and building control as service are becoming increasingly important, as development 
demands in the municipal area becomes more relevant. The importance of spatial development, land 
use planning and building control as key municipal service, are also confirmed by the recognition of the 
need to establish a dedicated organizational unit within the Swellendam Municipality as institution, to 
fulfill the associated functions. 

Most of the land use applications received where for the town of Swellendam, confirming the situation 
that economic activities within the municipal region, is predominately centered in die town of 
Swellendam. The approval rate for land use applications was on average for the two past years more 
than 70 %. Most non-approvals were for departure applications to operate sjebeens (suburban pubs 
selling liquor) and / or house shops from residential properties. Afore-stated uses for residential 
properties are not encouraged, due to the many objections received against it. . 

The performance standard set to conclude land use applications was 120 days, which was attained in 
more than 85 % of the applications. 

A further increase was experienced for the year under review for building plan applications. The 
increase in building plan applications for 2010 / 2011 can be attributed to an improved management 
system for building control and improved policing of unlawful building activities. The performance 
standard set to conclude building plan applications was 60 days, which was attained in more than 80 % 
of the applications. 

A Spatial Development Framework (SDF) for the Swellendam municipal area has been developed and 
adopted. The SDF has been referred to the Western Cape Provincial Government for adoption as 
structure plan. The intend of the SDF is to formulate strategic spatially based policy guidelines and 
proposals, whereby changes, needs and growth in the municipal area can be managed to the benefit of 
the environment and its residents. The SDF as planning instrument is guided by realistic sets of goals and 
objectives, which are contextualized within the overall vision of the organization, as well as the broader 
context of the Overberg region and the Western Cape Province. 

The finalization and adoption of a SDF for the municipal area have the following direct advantages for 
the Swellendam Municipality: 

• It ensures the adoption of a common spatial vision for orderly urban development on desired 
spatial development patterns, with due cognizance of environmental conservation and bio- 
sphere planning and / or conservation; 

• It informs broad land use management policy and serve as basis to objectively assess the 
acceptability of all land use planning applications; 

• It informs the priorities for developmental and infrastructure projects in terms of spatial 
planning; and 

• Strives to address "apartheid" planning by promoting spatial integration and encouraging 
densification. 

5.3 OVERVIEW OF PERFORMANCE 

The performances of the different directorates and functional units of the municipality as an institution 
must be measured annually in terms of predetermined key performance indicators. The measurement 
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of performance also includes the alignment of Key Performance Indicators with the IDP objectives, 
National KPA's and Municipal KPA's. it also includes the determination of specific performances 
standards beforehand, against which the performance of directorates, sub directorates and functional 
units are then measured. 

The suspension of the Municipal Manager for most of the year under review, vacancies in senior 
management positions together with a high vacancy rate in the functional units of finance, corporate 
services, communication and public participation, internal audit, human resources, community services 
and engineering services seriously adversely affected the measurement of performance and restricted 
the achievement of the performance targets in the municipality as a whole. Performance was not 
measured during the year under review resulting in no performance report to be tabled to council. 

The Finance Department of the Municipality is currently under performing, impacting on performance of 
the organization as a whole, as well as the other departments. The addressing of the specific identified 
issues in the Finance Department, are therefore considered as priorities for the Turnaround Strategy of 
the Swellendam Municipality as institution. 

CHAPTER 6: FINANCIAL PERFORMANCE 


6.1 FINANCIAL SUSTAINABILITY 

Financial sustainability is one of the most important benchmarks to determine whether an organization 
can be considered to be viable and successful in reaching its objectives. Specific financial ratios are used 
to determine financial sustainability, which are set out in the following paragraphs and tables. 

6.1.1 MUNICIPAL FINANCIAL VIABILITY 

The financial ratios that indicate the financial sustainability of the Swellendam Municipality is set out in 
the table below: 


KPA's & INDICATORS 

2008/2009 

2009/2010 

2010/2011 

Debt coverage - Expressed as total 
operating revenue-operating grants 
received/debt service payments due within 
the year. 

1.95 

1.33 

Not available 

Service debtors to revenue - Expressed as 
total outstanding service debtors/revenue 
received for services. 

69% 

58% 

Not available 

Cost coverage - Expressed as available 
cash plus investments / monthly fixed 
operating expenditure. 

2 

4.07 

Not available 

Table 53: Financial viability ratios 


6.1.2 OPERATING RESULTS 


The following table below shows a summary of performance against budgets for the past three years: 
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Financial 

Year 

Revenue 

Operating 

Budget 

Actual 

Difference 

% 

Budget 

Actual 

Difference 

% 

R'OOO 

R'OOO 

R'OOO 


R'OOO 

R'OOO 

R'OOO 


2008/09 

81 390 

98 680 

17 290 

21.24 

80 867 

92 742 

11875 

14.68 

2009/10 

97 907 

114 183 

16 276 

16.63 

97 906 

109 589 

11683 

11.94 

1010/11 

104 627 

141 067 

36 440 

34.83 

104 626 

117 900 

13 274 

12.69 

Table 54: Perl 

ormance against budget 


The table above confirms that for the past three financial years the actual income and expenditure 
exceeded the budgeted income and expenditure continuously. This situation is the result of efforts to 
continuously improve the income basis of the municipality, and to adjust expenditure as a result 
thereof, with the specific intent to improve service delivery and the maintenance of infrastructure. 

6.1.3 OUTSTANDING DEBTORS PER SERVICES 


The following table depicts the gross outstanding debtors per service for the recent two financial years: 


Financial 

Year 

Rates 

Trading 

Services 

Economic 

Services 

Housing 

Rentals 

Sundry 

Debtors 

Total 

(Electricity 
& Water) 

(Sanitation 
& Refuse) 

R'OOO 

R'OOO 

R'OOO 

R'OOO 

R'OOO 

R'OOO 

2009/2010 

12 979 

11 778 

10 129 

231 

4 713 

39830 

2010/2011 

16387 

15909 

12171 

255 

5931 

50653 

Difference 

3408 

4131 

2042 

24 

1218 

10823 

% growth 
year on 

year 

26.26 

35.08 

20.16 

10.39 

25.85 

27.18 


Table 55: Gross outstanding debtors per service 


The figures provided in the above table exclude provisions for bad debt that must be allowed for in the 
operational budget, in accordance with accounting practices. The outstanding arrears with regard to 
sanitation and refuse, housing rental and other sundry debts need to be investigated, to determine what 
can be collected within reason or not. 

The considerable increase in rates in arrear was caused by a new general valuation, where certain 
geographical areas within the municipal area are disputing the correctness of their property valuations. 
Afore stated disputes are currently being addressed through interim valuation processes. 0ns must also 
take into account the effect of indigent assistance in respect of all services but more specifically in terms 
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of sanitation and refuse and the writing off of outstanding rental amounts in respect of low costs houses 
against the purchase. This effect can mire clearly be noticed in the following table. 

The following table indicates the percentage outstanding debt per type of service for 2010/2011: 


Type of service 

Percentage 

Rates 

32.36 

Electricity and water 

31.41 

Sanitation and refuse 

24.03 

Housing rentals 

0.49 

Sundry debt 

11.71 

Table 56: Debt per type of service 


The following table indicates the service debtor age analysis of the Swellendam Municipality: 


Financial year 

Less than 30 
days 

30-60 days 

60-90 days 

More than 90 
days 

Total 

R'OOO 

R'OOO 

R'OOO 

R'OOO 

R'OOO 

2009/10 

5 609 

1 700 

1 226 

31295 

39 830 

2010/11 

7 417 

3 052 

1 849 

38 335 

50 653 

Difference 

1808 

1 352 

623 

7 040 

10 823 

% growth year 
on year 

32.24 

79.53 

50.82 

22.5 

27.18 

Table 57: Service debtor age analysis 


6.1.4 VIABILITY INDICATORS 

The financial viability of a municipal institution can be measured in terms of the organization's reliance 
on external grants and subsidies and liquidity ratio. 

The figures provided in the following table indicate the reliance on grants for the past three years as 
percentage of the operating revenue. The grants received are used in main for costs associated with 
councillor remuneration and public participation, as well as poverty alleviation. The increase of grant 
funding can in main be associated with the increase of costs with regard to councillor remuneration, the 
accelerated housing development program, addressing the infrastructure backlog and additional 
indigent support. It is however a challenge to balance the municipal own income with the grants. The 
reliance on grants is increasing and should be investigated in terms of an income enhancement strategy. 
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Financial year 

Total grants and 
subsidies received 

Total Operating Revenue 

Percentage (%) 

R'OOO 

R'OOO 

2008/2009 

26 948 

100 334 

26.86 

2009/2010 

35 098 

112 684 

31.15 

2010/2011 

56 214 

141 195 

39.82 

Table 58: Reliance on grants 


The following table indicates the liquidity ratios for the past three years: 


Financial year 

Net current assets 
(R'OOO) 

Net current liabilities 
(R'OOO) 

Ratio 

2008/2009 

34 867 

23 302 

1.49:1 

2009/2010 

55 586 

63 518 

0.83:1 

2010/2011 

44 077 

32 562 

1.35:1 

Table 59: Liquidity ratio 


The general norm for liquidity is a ratio of 1.5:1. The liquidity of the Swellendam Municipality as 
depicted in the above table has become under pressure and efforts to rebalance it must be addressed in 
future financial years. 

6.1.5 EQUITABLE SHARE VERSUS TOTAL REVENUE 

Municipalities receive annually certain conditional grants from the National Treasury, which are then 
utilized for specific operational purposes and to create infrastructure for municipal services. 
Considerable increases in grant funding were experienced over recent years, enabling the institution to 
address certain backlogs in infrastructure provision and the plight of the poor and destitute. Grant 
funding is in main used for human settlement purposes and the provision of infrastructure for 
sanitation, water and electricity service related thereto. 

All grant funding is formally allocated to institutions by means of individual Division of Revenue Acts, 
which stipulates the conditions for which the grants may be used, as well as the conditions for reporting 
and accounting. 

The following table depicts the proportional grant amounts received by the Swellendam Municipality 
over the past three years: 
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Revenue Source 

Amount received 
2008/2009 

Amount received 
2009/2010 

Amount received 
2010/2011 

Equitable share 

9 385 

12 151 

15 267 

Capital grants 

14 032 

16 693 

34 703 

Operating grants 

12 915 

6 385 

6 244 

Own revenue 

63 627 

73 807 

84 981 

Total revenue 

99 959 

109 306 

141 195 

Table 60: Equitable share versus Total revenue 


6.2 REPAIRS AND MAINTENANCE 

The expenditure on repairs and maintenance of infrastructure is measured as financial indicator to 
determine whether a reasonable portion of the budget is spent on the repair and maintenance of 
municipal infrastructure. The maintenance of municipal infrastructure has been neglected over the past 
18 years resulting therein that infrastructure such as roads have to be rebuild at large costs, because the 
required maintenance thereon were not carried out. The Municipal fleet is also a major challenge due to 
the age of vehicles and the lack of capital for replacement. 


Description 2008/2009 

2009/2010 

2010/2011 

Total Operating 
Expenditure 

93 684 

104 812 

116 240 

Repairs and 
maintenance 

10 154 

11456 

14 736 

% of Opex 

10.84 

12.98 

12.68 

Table 61: Repair and maintenance as percentage of Opex 


CHAPTER 7: AUDIT OUTCOMES 


7.1 ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 

The annual financial statements for the 2010/2011 financial year of the Swellendam Municipality have 
been compiled in the GRAP format. Because of specific capacity constraints and financial management 
and accounting challenges the financial statements could not be submitted at the prescribed date of 31 
August 2011, but only on 2 March 2012. The submission date of the annual financial statements had to 
be amended several times, because of afore stated reasons. The Municipal Manager, Mr. N Nel was 
absent from duty due to suspension from 29 July 2010 to 5 August 2011 and can therefore not accept 
responsibility as Accounting Officer for that period which timeframe represents basically the entire year 
under review. The financial management capacity to address the issue also became a cause for concern. 
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and has been highlighted by the Auditor-General in his report. The annual financial statements for the 
2010/2011 financial year are attached to the Annual Report as ANNEXURE A. 

The Generally Recognized Accounting Practice (GRAP) standards used for the financial statements are an 
accounting requirement for the compilation of financial statements of municipal authorities in South 
Africa. The involved annual financial statements have been compiled, taking advantage of the 
transitional provisions relating to the following GRAP standards: 

• GRAP 12 - Inventories 

• GRAP 13 - Leases 

• GRAP 16 - Investment Properties 

• GRAP 17 - Property, Plant and Equipment 

• GRAP 19 - Provisions, contingent liabilities and contingent assets 

• GRAP 100 - Non-current assets and discontinued operations 

• GRAP 102 - Intangible assets. 

Certain GRAP standards are still not yet applicable for the compilation of annual financial statements, 
and will be implemented in future years. The GRAP standards referred to is the standards for segment 
reporting, impairment of non-cash generating assets, revenue from non-exchange transactions, 
presentation of budget information, employee benefits, impairment of cash generating assets, heritage 
assets and the use of financial instruments. 

The GRAP accounting standards requires that financial reporting provide information on whether 
resources were obtained and used in accordance with a legally adopted budget. The financial 
statements further include an operating statement by the Chief Financial Officer, the accounting policy 
applied for the Municipality, a balance sheet, income statement, cash flow statements and notes to the 
accounts. The information on intergovernmental grants and transfers, remuneration of councilors and 
senior managers are also disclosed in the statements. 

The financial statements have been submitted on 2 March 2012 for auditing to the Office of the Auditor- 
General. The financial statements have by been submitted later than required in terms of statutory 
timeframes, because of problems experience with the new accounting framework (GRAP format), 
capacity and skills in the Finance Department and other specific accounting challenges. The vacancy of a 
Chief Financial Officer for the institution for the major part of the financial year under review, also 
contributed to the late finalization of the financial statements. 


7.2 REPORT OF THE AUDITOR-GENERAL ON THE FINANCIAL STATEMENTS AND PERFORMANCE 
INFORMATION FOR THE YEAR ENDED 30 JUNE 2010 

The Report of the Auditor-General on the financial statements and performance information of the 
Swellendam Municipality for the year ended 30 June 2011 is attached to the Annual Report as 

ANNEXURE B. 

This report is the result of extended auditing processes undertaken and the resulting audit findings by 
staff of the Office of the Auditor-General. Auditing could not be completed within the required three 
months period, because of the challenges highlighted in this report and what formed the basis for a 
disclaimer. Audit finding are issued on matters were deviations from accepted accounting principles and 
norms and non-compliance to statutory stipulations were found. 
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Apart from the fact that the Annual Financial Statements for 2010/2011 were handed to the Auditor 
General months after the due date and that the Audit took more than the required period to conclude 
due to the unavailability of information. The Council also refused to accept the Management report and 
the Audit report and therefore the issuing of the report of the Auditor-General on the financial 
statements and performance information of the Swellendam Municipality for the year ended 30 June 
2011 was therefore issued very late. The report was formally issued on 14 February 2013. 

The Council has resolved to take cognizance of the Audit report of 2010/2011 and that the issues raised 
therein are dealt with together with a financial recovery plan that will be implemented during the first 
quarter of 2013. No reporting following on the Audit Report will therefore be dealt with in this report. 

7.3 MANAGEMENT COMMENTS ON THE REPORT OF THE AUDITOR-GENERAL ON THE FINANCIAL 
STATEMENTS AND PERFORMANCE INFORMATION FOR THE YEAR ENDED 30 JUNE 2010 

The Swellendam Municipality received an audit disclaimer for the financial years 2008/2009, 2009/2010 
and 2010/2011. The situation that disclaimers are the rule and not the exception is a matter of great 
concern. This situation is the result thereof that reported audit matters could not be attended to for 
rectification, because of political instability, continuous capacity constraints in the finance department, 
the management vacuum created by the vacancies at senior management level, incorrect accounting 
practices and the challenges of GRAP implementation. These problems need to be addressed urgently. 

In the audit report the specific basis for disclaimer, emphasis of matter, non-compliance matters and 
value-for-money matters have been expressed by the Office of the Auditor-General. The comments on 
the issues raised are included in the following table. The comments are too be used as basis for 
implementing solutions for the issues raised. 

The Audit report as such highlights the major concerns. The details of the Audit Report and other 
individual concerns of minor impact can be found in the Management Report of the Auditor General. 
The Management Report of the Auditor-General does not form part of this Annual Report. 

7.3.1 BASIS FOR DISCLAIMER OF OPINION 

The fact that disclaimers are the rule and not the exception in Swellendam Municipality expresses the 
management problem and other capacity constraints within the Administration. 

The major concerns identified by the Auditor-General, which resulted in the disclaimer of opinion is 
summarised as follows: 

The Auditor general raised the following two matters under receivables from exchange transactions: 

1. Included in receivables from exchange transactions of R9 952 050, as disclosed in note 17 to the 
financial statements, are debtor accounts to the accounts to the amount of R1 159 093 in 
respect of service charges for Municipal properties, which is not a receivable for the 
Municipality, but internal charges which should be off set when compiling the financial 
statements and not be disclosed as separately. Consequently, receivables from exchange 
transactions are overstated by R1 159 093. 
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Corrective steps to be implemented: The amount of R1 159 093 should be off set when 
compiling the financial statements and not be disclosed separately. Specific procedures must be 
developed to prevent the occurrence of similar unacceptable accounting practices in future. 
Staff must be retrained to use the correct accounting standard in future 

2. Consumer accounts with credit balances to the amount of R1 509 931 are included in 
receivables from exchange transactions as disclosed in note 17 to the financial statements 
instead of under payables from exchange transactions. Consequently, receivables from 
exchange transaction are understated by R1 509 931 while payables from exchange transactions 
are understated by R1 509 931 

Corrective steps to be implemented: Supporting documentation must be identified for future 
audit purposes. Specific procedures must be developed to prevent the occurrence of similar 
unacceptable accounting practices in future. Staff must be retrained to use the correct 
accounting standard in future 

The Auditor General raised the following matter under receivables from non-exchange transactions 

Included in receivables from non-exchange transactions of R6 888 248, as disclosed in note 18 of 
the financial statements, are suspense accounts amounting to R4 111 524 (2010: R1 984 674) for 
which no supporting documentation could be provided. The entity's records did not permit the 
application of alternative audit procedures regarding accounts receivable. Consequently, I did 
not obtain all the information and explanations I considered necessary to satisfy myself as to the 
existence of accounts receivable. 

Corrective steps to be implemented: Supporting documentation must be identified for future 
audit purposes. 

The Auditor General raised the following matters under payables from exchange transactions: 

1. Included in payables from exchange transactions of R14 946 456, as disclosed in note 9 to the 
financial statements, are suspense accounts amounting to R6 574 457 (2010: R2 703 095) for 
which no supporting documentation could be provided. The entity's records did not permit the 
application of alternative audit regarding payables from exchange transactions. Consequently, I 
did not obtain sufficient appropriate audit evidence to satisfy myself as to the existence, 
completeness, obligations, valuation and allocation of payables from exchange transactions. 

Corrective steps to be Implemented: Supporting documentation must be identified for future 
audit purposes. 

2. Allowances owed to Municipal employees were understated due to an incorrect formula being 
used during the financial year under review in the calculation of the allowances. Consequently, 
the allowances are not recorded as a payable in the accounting records and, therefore, payables 
from exchange transactions are understated by an amount of R1 006 836 (2010: R373 263). 

Corrective steps to be implemented: The formula needed to be corrected. Operational 
Procedures must be developed to prevent similar occurrences in future and staff will have to be 
trained in terms of the correct financial procedures. 
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The Auditor general raised the following matters under revenue: 


1. No rates policy or evidence that the policy was promulgated could be provided and, therefore, 
the accuracy of the rebates granted to the ratepayers to the amount of R8 415 383 could not be 
confirmed. The entity's records did not permit the application of alternative audit procedures to 
confirm the accuracy of rebates granted to rate payers. 

Corrective steps to be implemented: A rates Policy must be drafted for approval by Council. 
Staff needs to be trained in terms of the correct financial procedures and to read and interpret 
legislation, by-laws and policies. 

2 . Rebates to the amount of R625 349 were recorded against property rates in terms of an interim 
valuation that was declared null and void per a council resolution dated September 2011. 
Consequently, property rates are understated by R625 349 while receivables from exchange 
transactions are understated by R625 349. 

Corrective steps to be implemented: The necessary corrective actions will have to be executed 
to reverse the rebates and once again it should be reiterated that Staff needs to be trained in 
terms of the correct financial procedures and to read and interpret legislation, by-laws and 
policies 

3 . Various properties within the Municipal boundary are not valued and consequently, property 
rates to the value of R337 680 were not levied. Had this property rates been recognised 
revenue would have been increased by R337 680 while receivables from exchange transactions 
would have increased by R337 680. 

Corrective steps to be implemented: This is a major concern. The municipality is under 
tremendous pressure to enhance income and corrective measure will have to be urgently 
implemented to ensure that all properties within the Municipal Area are correctly valuated and 
levied. 

4. Included in interest earned - external investments of R2 136 795, as disclosed in the statement 
of financial performance, is interest earned to the amount of R361 729 for which no supporting 
documentation could be provided. In addition the balance of the interest earned differed with 
R246 668 from the third party confirmations obtained from the relevant financial institutions. 

No supporting documentation to substantiate this difference could be provided. I could not 
perform alternative audit procedures to confirm the accuracy and completeness of interest 
earned - external investments. Consequently, I was unable to obtain sufficient appropriate 
audit evidence to satisfy myself as to the accuracy and completeness of interest earned- 
external investments of R2 136 795. 

Corrective steps to be implemented: Supporting documentation must be identified for future 
audit purposes. Once again it should be reiterated that Staff needs to be trained in terms of the 
correct financial procedures and to read and interpret legislation, by-laws and policies. 

5. Corrections of R861 905 made against the property rates income vote during the 2009-10 
financial year can still not be substantiated by supporting documentation and there were no 
satisfactory alternative audit procedures I could perform to obtain reasonable assurance that 
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the comparative figure for property rates were properly recorded. Consequently, I was unable 
to obtain sufficient appropriate audit evidence to satisfy myself as to the accuracy of the 
comparative figure disclosed for property rates in the statement of financial performances. 

Corrective steps to be implemented: Supporting documentation must be identified for future 
audit purposes. The fact that this matter could not be rectified since the previous audit report 
indicates a sincere management problem in the finance department. 

The Auditor general raised the following matters under taxes: 

1. Included in taxes of R2 888 684, as disclosed in note 11 to the financial statements, is a Value- 
Added Tax (VAT) claimable account of R5 493 227 for which no supporting documentation could 
be provided. The entity's records did not permit the application of alternative audit procedures 
regarding the VAT receivable. Consequently, I did not obtain all the information and 
explanations I considered necessary to satisfy myself as to the existence of the VAT receivable of 
R5 493 227. 

Corrective steps to be implemented: Supporting documentation must be identified for future 
audit purposes 

2. The VAT payable to the South African Revenue Service (SARS) at 30 June 2011 according to the 
general ledger differed with R3 566 497 from the VAT return submitted to SARS. The 
Municipality could not provide the reconciliation for the difference and there were no 
satisfactory alternative audit procedures I could perform to obtain reasonable assurance that 
the VAT payable was properly recorded. Consequently, I was unable to obtain sufficient 
appropriate audit evidence to satisfy myself as to the existence, completeness, valuation and 
allocation of and obligations pertaining to taxes account balance. 

Corrective steps to be implemented: Supporting documentation must be identified for future 
audit purposes. 

3. VAT paid to the amount of R191 Oil was incorrectly allocated to expenditure instead of to the 
VAT control account. Had this VAT been correctly accounted for the VAT claimable would have 
been increased by R191 Oil while expenditure would have decreased by R191 Oil. 

Corrective steps to be implemented: The necessary corrective actions will have to be executed 
to re-allocate the VAT and once again it should be reiterated that Staff needs to be trained in 
terms of the correct financial procedures and to read and interpret legislation, by-laws and 
policies. 

The Auditor General raised the following matter under cash and cash equivalents: 

During 2010, I was unable to obtain sufficient appropriate audit evidence about investments of 
R8 432 422 which was received upon withdrawal. I was unable to confirm the completeness 
and valuation by alternative means. Consequently, I was unable to determine whether any 
adjustments to this amount and the accumulated surplus were necessary. My audit opinion on 
the financial statements for the period ended 30 June 2010 was modified accordingly. My 
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opinion on the current period's financial statements is also modified because of the possible 
effect of this matter on the comparability of the current period's figures. 


Corrective steps to be implemented: Supporting documentation must be identified for future 
audit purposes. The fact that this matter could not be rectified since the previous audit report 
indicates a sincere management problem in the finance department. 


The issues identified as reasons for a disclaimer of opinion, all relate to accounting principles incorrectly 
applied or not applied at all. The solution for this problem is that all staff in the Finance Department 
should be retrained and up-skilled in applying GRAP standards. The quality and capacity of management 
in the Finance Department also need to be improved. These matters have still not been properly 
resolved and steps for rectification are ongoing. 

7.3.2 EMPHASIS OF MATTER 

The follo\A/ing matters of emphasis as reported in the Audit report are highlighted: 


EMPHASIS OF MATTER 

Restatement of corresponding figures of 
previous financial year, because of errors 
discovered. 

As explained in the 2009/10 report, various mistakes occurred 
in the financial statements since 2008, which had to be 
corrected, with the finalization of the annual financial 
statements for 2009/2010 and again for 2010/11, submitted for 
audit. 

Material losses for water and electricity, 
because of ineffective systems. 

Systems old and metering inaccurate. Meters and infrastructure 
will be replaced over time. Because of costs the implementation 
will be over several years in the future. 

Wasted and fruitless expenditure with 
regard to the suspension of the Municipal 
Manager, on 30 July 2012. 

The wasted and fruitless expenditure are to be recovered from 
the involved individuals in terms of Section 32 of the MFMA. 

Outstanding debtors in the amount of 

R24 465 460 and property rates in the 
amount of R13 513 332 for more than 90 
days 

The large sums of money outstanding for more than 90days is a 
great concern and remedial steps in this regard will have to be 
taken as a matter of urgency. 

Material under-spending of the capital 
budget. 

External approvals for environmental impact studies and permit 
applications restricted the start of the waste water treatment 
plant project, which in turn restricted the start of housing 
projects, because bulk services could not be made available in 
time. 

The draft annual report has been received 
for review by the Auditor General. 

The annual report has not been rafted at the time of the audit. 
Corrective steps will have to be taken in order to ensure that 
the draft annual report is timeously available for review by the 
Auditor General. 

Table 62: Emphasis of matter 
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The matters identified by the Auditor-General for the previous financial year were corrected and / or 
addressed, seemingly to the satisfaction of the Auditor-General. 

The matters identified in the current year can all be resolved pending the creation of capacity and the 
allocation of resources to address the identified issues. 

7.3.3 LEGAL AND REGULATORY REQUIREMENTS 

All matters indicated in the Audit Report related to non-compliance with legal and regulatory 
requirements further confirm the lack of management capacity in the Municipality. The matter raised 
various from non- disclosure of measures to improve performance, which is a basic managerial function, 
to unclear and immeasurable targets and furthermore, non-verifiable indicators. The portfolio of 
evidence was also not sufficient. Management will have to be properly trained on performance and the 
setting of targets and indicators and would have to ensure that during the financial year proper and 
sufficient portfolio of evidence are being kept for each are of performance. 

The integrated development dit not includes the key performance indicators and performance targets as 
required. Management should ensure in future that the integrated development is complete and that all 
legal requirements are met. 

The other related matters in respect of the shortcomings of performance management al speaks to the 
lack of a performance management system and the necessary skilled staff to ensure that the 
municipality can indeed effectively and efficiently implement a performance management system. 

The matters rose in respect of budgets and financial statements and the non-existence of an audit 
committee and internal audit unit reiterate the fact that the municipality did not function on managerial 
level for the 2010/11 financial year and the fact that the Municipal Manager was on special leave for 
almost the full year. It also reflects in the Auditor Generals comments on procurement, human 
resources, expenditure and revenue management and eventually leadership. 

The detail of the audit report as issued by the Office of the Auditor-General can be found in the 
Management Report of the Auditor-General. In afore-stated report all the individual issues identified by 
the office of the Auditor-General are discussed at length. The Management Report of the Auditor- 
General does not form part of this Annual Report. 
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LIST OF ABBREVIATIONS 


AG 

Auditor-General 

CAPEX 

Capital Expenditure 

CBP 

Community Based Planning 

CFO 

Chief Financial Officer 

DPLG 

Department of Provincial and Local Government 

DWAF 

Department of Water Affairs and Forestry 

EE 

Employment Equity 

GAMAP 

Generally Accepted Municipal Accounting Practice 

GDPR 

Growth Domestic Product per region 

GRAP 

Generally Recognized Accounting Practice 

GSTO 

Greater Swellendam Tourism Organisation 

HR 

Human Resources 

IDP 

Integrated Development Plan 

IMFO 

Institute for Municipal finance officers 

KPA 

Key Performance Area 

KPI 

Key Performance Indicator 

LED 

Local Economic Development 

MFMA 

Municipal Finance Management Act (Act No. 56 of 2003) 

MIG 

Municipal Infrastructure Grant 

MM 

Municipal Manager 

MSA 

Municipal Systems Act No. 32 of 2000 

MTECH 

Medium Term Expenditure Committee 

NGO 

Non- governmental organization 

NT 

National Treasury 

OPEX 

Operating expenditure 

PMS 

Performance Management System 

PT 

Provincial Treasury 

SALGA 

South African Local Government Organization 

SCM 

Supply Chain Management 

SDBIP 

Service Delivery and Budget Implementation Plan 

SDF 

Spatial Development Framework 
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SWELLENDAM LOCAL MUNICIPALITY 


FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 
GENERAL INFORMATION 


NATURE OF BUSINESS 


Swellendam is a local municipality performing the functions as set out in the Constitution. (Act no 105 of 1996 

COUNTRY OF ORIGIN AND LEGAL FORM 

South African Category B Municipality (Local Municipality) as defined by the Municipal Structures Act. (Act no 117 
of 1998) 

JURISDICTION 

The Swellendam includes the following areas: 

Swellendam 

Barrydale 

Suurbraak 

Buffeljagrsivier 

Malagas 

Infanta 

MAYOR 

MrN. Myburgh 

MAYORAL COMMITTEE 

Mr N. Myburgh - Executive Mayor 
MrJ. Matthysen - Deputy Mayor 
Mr H. Hartnick - Member 

MUNICIPAL MANAGER 

MrN Nel 

CHIEF FINANCIAL OFFICER 

MrH Krapohl 

REGISTERED OFFICE 

49 Voortrek Street 

SWELLENDAM 

6740 

AUDITORS 

Office of the Auditor General (WC), 

Private Bag XI, 

Chempet, 7442 

PRINCIPLE BANKERS 

FNB Swellendam, P.O. Box 10, Swellendam 

ATTORNEYS 

Powell Kelly Veldman, P.O. Box 18, Swellendam 
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SWELLENDAM LOCAL MUNICIPALITY 

FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 
GENERAL INFORMATION 

RELEVANT LEGISLATION 

Municipal Finance Management Act (Act no 56 of 2003) 

Division of Revenue Act 
The Income Tax Act 
Value Added Tax Act 

Municipal Structures Act (Act no 117 of 1998) 

Municipal Systems Act (Act no 32 of 2000) 

Municipal Planning and Performance Management Regulations 
Water Services Act (Act no 108 of 1997) 

Housing Act (Act no 107 of 1997) 

Municipal Property Rates Act (Act no 6 of 2004) 

Electricity Act (Act no 41 of 1987) 

Skills Development Levies Act (Act no 9 of 1999) 

Employment Equity Act (Act no 55 of 1 998) 

Unemployment Insurance Act (Act no 30 of 1966) 

Basic Conditions of Employment Act (Act no 75 of 1997) 

Supply Chain Management Regulations, 2005 
Collective Agreements 
Infrastructure Grants 
SALBC Leave Regulations 
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SWELLENDAM LOCAL MUNICIPALITY 


MEMBERS OF THE SWELLENDAM LOCAL MUNICIPALITY (SINCE 6 JUNE 2011) 


WARD 

COUNCILLOR 

Ward 1 

Cllr J. du Toit Loubser 

Ward 2 

Cllr M.T.A. Swart 

Ward 3 

Cllr H. Hartnick 

Ward 4 

Cllr M.J. Koch 

Ward 5 

Cllr D.C. Pietersen 

Proportional 

Cllr N. Myburgh 

Proportional 

Cllr J.A. Matthysen 

Proportional 

Cllr G. Libazi 

Proportional 

Cllr J.C. Nortje 


APPROVAL OF FINANCIAL STATEMENTS 


The Local Government : Finance Management Act, 2003, as amended, states in section 
126(1 )(a) as follows; 


“The accounting officer of a municipality must prepare the Annual Financial Statements of 
the municipality and, within two months after the end of the financial year to which those 
statements relate, submit the statements to the Auditor-General for auditing.” 


The Municipal Manager, Mr. N. Nel was on special leave / absent from office (refer notes 
39.2 and further detail) from 29 July 2010 to 5 August 201 1 and can therefore not accept 
responsibility as accounting officer for that period. On his return to office he was informed 
that the municipality would not be in a position to submit Annual Financial Statements to the 
Auditor-General by 31 August 201 1 and the appropriate stakeholders were advised of the 
revised submission date of 31 January 2012. The actual submission occurred on 2 March 
2012 . 

These financial statements, set out on page 1-67 were submitted by the Chief Financial 
Officer, who has signed responsibility for: 

1 . The preparation of these financial statements, and 

2. To certify that the salaries, allowances and benefits of councillors as disclosed in 
note 25 of these Annual Financial Statements are within the upper limits of the 
framework envisaged in Section 219 of the Constitution, read with the 
Remuneration of Public Office Bearers Act and the Minister of Provincial and 
Local Government’s determination in accordance with this Act. 


Mr N Nel 

ACTING MUNICIPAL MANAGER 
Date: 
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Mr J Krapohl 

CHIEF FINANCIAL OFFICER 
Date: 



SWELLENDAM LOCAL MUNICIPALITY 


STATEMENT OF FINANCIAL POSITION AT 30 JUNE 2011 


NET ASSETS AND LIABILITIES 

Notes 

2011 

R 

(Actual) 

2010 

R 

(Restated) 

Net Assets 


103,585,345 

80,418,118 

Capital Replacement Reserve 

2 

- 

- 

Housing Development fund 

2 

4,014,818 

3,929,507 

Accumulated Surplus/(Deficit) 


99,570,527 

76,488,611 

Non-Current Liabilities 


45,016,822 

23,130,769 

Long-term Liabilities 

3 

37,247,755 

16,341,662 

Employee benefits 

4 

7,769,067 

6,789,107 

Non-Current Provisions 

5 

- 

- 

Current Liabilities 


32,523,245 

63,518,230 

Consumer Deposits 

6 

1,014,363 

945,399 

Current Employee benefits 

7 

3,895,089 

3,443,426 

Provisions 

8 

- 

- 

Payables from Exchange Transactions 

9 

14,946,456 

17,614,382 

Unspent Conditional Government Grants and Receipts 

10 

11,186,375 

40,237,785 

Current Portion of Long-term Liabilities 

3 

1,480,962 

1,277,238 

Total Net Assets and Liabilities 


181,125,414 

167,067,118 

ASSETS 

Non-Current Assets 


144,672,354 

114,480,869 

Property, Plant and Equipment 

12 

141.015,444 

110,650,266 

Investment Property 

13 

2,508,635 

2,508,635 

Intangible Assets 

14 

572,827 

677,547 

Long-Term Receivables 

15 

575,448 

644,421 

Current Assets 


36,453,060 

52,586,249 

Inventory 

16 

976,061 

487,804 

Receivables from exchange transactions 

17 

9,952,050 

7,689,822 

Receivables from non-exchange transactions 

18 

6,888,248 

5,569,556 

Unpaid Conditional Government Grants and Receipts 

10 

- 

544,885 

Operating Lease Asset 

19.1 

1,498 

1,134 

Taxes 

11 

2,888,684 

354,606 

Current Portion of Long-term Receivables 

15 

65,126 

59,916 

Cash and Cash Equivalents 

20 

15,681,392 

37,878,525 

Total Assets 


181,125,414 

167,067,118 
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SWELLENDAM LOCAL MUNICIPALITY 


REVENUE 


STATEMENT OF FINANCIAL PERFORMANCE FOR THE YEAR ENDED 30 JUNE 2011 



2011 

2010 

Correction 

2010 

Notes 

(Actual) 

(Restated) 

of error 

(Previously reported) 


R 

R 

R 

R 


Revenue from Non-exchange Transactions 
Taxation Revenue 
Property Rates 
Transfer Revenue 

Government Grants and Subsidies - Capital 
Government Grants and Subsidies - Operating 

Other Revenue 
Fines 

Revenue from Exchange Transactions 
Service Charges 

Rental of Facilities and Equipment 
Interest Earned - external investments 
Interest Earned - outstanding debtors 
Licences and Permits 
Agency Services 
Other Income 

Gain on disposal of Property, Plant & Equipment 


21 


22 

22 


23 


24 


77,016,755 55,997,732 401,234 55,596,498 


19,400,299 

18,644,557 

- 

18,644,557 

19,400,299 

18,644.557 

- 


18,644,557 

56,093,177 

35,499,697 

401,234 

35,098,464 

34,702,761 

21,390,416 

16,963,447 

18,536.250 

3,243,096 

(2,841,862) 


13,720,351 

21,378,112 

1,523,280 

1,853,478 

- 

1,853,478 

1,523,280 

1,853,478 

- 


1,853,478 


64,050,797 53,308,402 (3,779,603) 57,088,004 


56.577,364 

972,490 

2,136,795 

1,335,545 

899,704 

978,395 

966,774 

183,729 


46,094,764 

776,749 

1,409,003 

2,017,632 

921,235 

937,454 

1,151,564 


(3,075,083) 

40,855 

(61,912) 

(370,314) 

(313,149) 


49,169,847 

776,749 

1,368,148 

2,017,632 

983,147 

1,307,769 

1,464,713 


Total Revenue 


141,067,552 109,306,134 


(3,378,369) 112,684,503 


EXPENDITURE 


Employee related costs 

25 

38,205,966 

35.862,586 

1,026,380 

34,836,207 

Remuneration of Councillors 

26 

2,473,607 

2,467,673 

- 

2,467,673 

Debt Impairment 

27 

6,835,857 

8,653,315 

- 

8,653,315 

Depreciation and Amortisation 


8,862,040 

8,754,110 

(1,060,472) 

9,814,582 

Repairs and Maintenance 


13,006,645 

11,456,553 

(2,937,572) 

14,394.125 

Actuarial losses 

4 

1,119,829 

73,828 

- 

73,828 

Finance Charges 

28 

4,655,570 

2,466,580 

- 

2,466,580 

Bulk Purchases 

29 

22,786,713 

16,672,706 

(331,952) 

17,004,657 

Grants and Subsidies Paid 

30 

1,250,000 

300,000 

- 

300,000 

Operating Grant Expenditure 


7,063,439 

4,933,241 

- 

4,933,241 

General Expenses 

31 

11,617,739 

13,180,127 

(2,754,551) 

15,934,678 

Loss on disposal of Property, Plant and Equipment 


22,918 

- 

- 

- 

Total Expenditure 


117,900,325 

104,820,719 

(6,058,167) 

110,878,886 







NET SURPLUS FOR THE YEAR 


23,167,227 

4,485,415 

2,679,798 

1,805,616 
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SWELLENDAM LOCAL MUNICIPALITY 


STATEMENT OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2011 


Housing 

Capital 

Accumulated 

Total 

Development 

Replacement 

Surplus/ 


Fund 

Reserve 

(Deficit) 




R 

R 

R 

R 

Balance at 1 JULY 2009 

3,865,581 

7,285,965 

69,636,315 

80,787,861 

Correction of error - Refer note 32,08 

- 

- 

(4,855,157) 

(4,855,157) 

Restated Balance at 1 JULY 2009 

3,865,581 

7,285,965 

64,781,158 

75,932,703 

Net Surplus for the year 

- 

- 

4,485,415 

4,485,415 

Transfer from CRR 

- 

(7,285,965) 

7,285,965 

- 

Transfer to Housing Development Fund 

63,927 

- 

(63,927) 

- 

Restated Balance at 30 JUNE 2010 

3,929,507 

- 

76,488,611 

80,418,118 

Net Surplus for the year 

- 

- 

23,167,227 

23,167,227 

Transfer to Housing Development Fund 

85,311 

- 

(85,311) 

- 

Balance at 30 JUNE 2011 

4,014,818 

- 

99,570,527 

103,585,345 
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SWELLENDAM LOCAL MUNICIPALITY 


CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2011 


CASH FLOW FROM OPERATING ACTIVITIES 
Receipts 

Ratepayers and other 
Government - operating 
Government - capital 
Interest 
Dividends 

Payments 

Suppliers and employees 
Finance charges 
Transfers and Grants 

Cash generated by operations 

CASH FLOW FROM INVESTING ACTIVITIES 

Purchase of Property, Plant and Equipment 
Purchase of Investment property 
Proceeds on Disposal of Fixed Assets 
Purchase of Intangible Assets 
Decrease in Long-term Receivables 

Net Cash from Investing Activities 
CASH FLOW FROM FINANCING ACTIVITIES 

New loans raised 
Loans repaid 

Increase in Consumer Deposits 

Net Cash from Financing Activities 

NET iNCREASE/(DECREASE) IN CASH AND CASH 
EQUIVALENTS 

Cash and Cash Equivalents at the beginning of the year 
Cash and Cash Equivalents at the end of the year 

NET INCREASE/(DECREASE) IN CASH AND CASH 
EQUIVALENTS 


Notes 

2011 

R 

2010 

R 


75,202,945 

21,390,416 

34,702,761 

3,472,340 

69,589,278 

18,536,250 

16,963,447 

3,426,635 


(133,340,882) 

(4,655,570) 

(1,250,000) 

(53,621,898) 

(2,466,580) 

(300,000) 

34 

(4,477,990) 

52,127,132 

12 

(39,036,830) 

(32,452,907) 

15 

183,729 

(108,586) 

63,763 

(538,038) 

67,687 

— 

(38,897,924) 

(32,923,258) 


22,780,694 

(1,670,878) 

68,965 

2,017,348 

(3,749,791) 

32,366 


21,178,781 

(1,700,078) 


(22,197,133) 

17,503,796 

35 

37,878,525 

15,681,392 

20,374,729 

37,878,525 


(22,197,133) 

17,503,796 
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ACCOUNTING PRINCIPLES AND POLICIES NOTES APPLIED IN THE 
FINANCIAL STATEMENTS 


1.1. BASIS OF PREPARATION 

The annual financial statements have been prepared on an accrual basis of accounting and are in 
accordance with historical cost convention unless specified otherwise. 

The annual financial statements have been prepared in accordance with the effective standards 
of Generally Recognised Accounting Practices (GRAP), including any interpretations and 
directives issued by the Accounting Standards Board (ASB) in accordance with Section 122(3) of 
the Municipal Finance Management Act, (Act No 56 of 2003). 

The standards are summarised as follows: 


GRAP 5 

Borrowing Costs 

GRAP 6 

Consolidated and Separate Financial Statements 

GRAP 7 

Investments in Associates 

1 GRAP 8 

Interests in Joint Ventures 

GRAP 101 

Agriculture 

GRAP 102 

Intangible assets 

IPSAS 20 

Related Party Disclosure 

IFRS 3 (AC140) 

Business Combinations 

IFRS 4 (AC141) 

Insurance Contracts 

IFRS 6 (AC143) 

Exploration for and Evaluation of Mineral Resources 

IAS 12 (AC102) 

Income Taxes 

SIC -21 (AC421) 

Income Taxes - Recovery of Revaluated Non-Depreciable Assets 

SIC - 25 (AC425) 

Income Taxes - Changes in the Tax Status on an Entity or its 
Shareholders 

SIC - 29 (AC429) 

Service Concessions Arrangements - Disclosures 

IFRIC 2 (AC435) 

Members’ Shares in Co-operative Entities and Similar Instruments 

IFRIC 4 (AC437) 

Determining whether an Arrangement contains a Lease 

IFRIC 9 (AC442) 

Reassessment of Embedded Derivatives 

IFRIC 12 (AC445) 

Service Concession Arrangements 

IFRIC 13 (AC446) 

Customer Loyalty Programmes 

IFRIC 14(AC447) 
IASI 9 

The Limit on a Defined Benefit Asset, Minimum Funding Requirements 
and their Interaction 

IFRIC 15 (AC448) 

Agreements for the Construction of Real Estate 

IFRIC 16 (AC449) 

Hedges in a Net Investment in a Foreign Operation 


The Municipality resolved to early adopt the following GRAP standards which have been issued 
but are not effective yet. 
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Standard 

Description 

Effective Date 

GRAP 1 (Revised) 

Presentation of Financial Statements 

1 April 2011 

GRAP 2 (Revised) 

Cash Flow Statements 

1 April 2011 

GRAP 3 (Revised) 

Accounting Policies, Changes in Accounting 
Estimates and Errors 

1 April 2011 

GRAP 4 (Revised) 

The Effects of changes in Foreign Exchange 
Rates 

1 April 2011 

GRAP 9 (Revised) 

Revenue from Exchange Transactions 

1 April 2011 

GRAP 10 (Revised) 

Financial Reporting in Flyperinflationary 

Economics 

1 April 2011 

GRAP 11 (Revised) 

Construction Contracts 

1 April 2011 

GRAP 12 (Revised) 

Inventories 

1 April 2011 

GRAP 13 (Revised) 

Leases 

1 April 2011 

GRAP 14 (Revised) 

Events after the reporting date 

1 April 2011 

GRAP 16 (Revised) 

Investment Property 

1 April 2011 

GRAP 17 (Revised) 

Property, Plant and Equipment 

1 April 2011 

GRAP 19 (Revised) 

Provisions, Contingent Liabilities and Contingent 
Assets 

1 April 2011 

GRAP 21 

Impairment of non-cash-generating assets 

1 April 2012 

GRAP 23 

Revenue from Non-Exchange Transactions 

1 April 2012 

GRAP 26 

Impairment of cash-generating assets 

1 April 2012 

GFRAP 100 (Revised) 

Non-current Assets held for Sale and 
Discontinued Operations 

1 April 2011 


The Municipality resolved to formulate an accounting policy based on the following GRAP 
standards which have been issued but are not effective yet. 


Standard 

Description 

Effective Date 

GRAP 25 

Employee Benefits 

Unknown 

GRAP 104 

Financial Instruments 

Unknown 


Accounting policies for material transactions, events or conditions not covered by the above 
GRAP have been developed in accordance with paragraphs 8, 10 and 11 of GRAP 3. 

A summary of the significant accounting policies, which have been consistently applied except 
where an exemption or transitional provision has been granted, are disclosed below. 

Assets, liabilities, revenue and expenses have not been offset except when offsetting is permitted 
or required by a Standard of GRAP. 
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The accounting policies applied are consistent with those used to present the previous year’s 
financial statements, unless explicitly stated. The details of any changes in accounting policies 
are explained in the relevant notes to the Financial Statements. 

In terms of Directive 4; “Transitional Provisions for Medium and Low Capacity Municipalities” 
issued by the Accounting Standards Board the municipality has adopted the transitional 
provisions for the following GRAP Standards: 

GRAP 12 - Inventories 

GRAP 16 - Investment Property 

GRAP 17 - Property, Plant and Equipment 

GRAP 19 - Provisions, Contingent Liabilities and Contingent Assets 
GRAP 100 - Non-current Assets Held for Sale and Discontinued Operations 
GRAP 102 - Intangible Assets 

1.2. PRESENTATION CURRENCY 

Amounts reflected in the financial statements are in South African Rand and at actual values. No 
financial values are given in an abbreviated display format. No foreign exchange transactions are 
included in the statements. 

1 .3. GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 

1.4. COMPARATIVE INFORMATION 

Budget information in accordance with GRAP 1 has been provided in the notes to the financial 
statements. 

When the presentation or classification of items in the annual financial statements is amended, 
prior period comparative amounts are restated, unless a standard of GRAP does not require the 
restatements of comparative information. The nature and reason for the reclassification is 
disclosed. Where material accounting errors have been identified in the current year, the 
correction is made retrospectively as far as is practicable, and the prior year comparatives are 
restated accordingly. Where there has been a change in accounting policy in the current year, 
the adjustment is made retrospectively as far as is practicable, and the prior year comparatives 
are restated accordingly. 

1.5. STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED BUT NOT 
YET EFFECTIVE 

The following GRAP standards have been issued but are not yet effective and have not been 
early adopted by the Municipality: 


Standard 

Description 

Effective Date 

GRAP 6 

(Revised) 

Consolidated and Separate Financial Statements 

No significant impact is expected as the Municipality does 
not participate in such business transactions. 

Unknown 

GRAP 7 
(Revised) 

Investments in Associate 

No significant impact is expected as the Municipality does 
not participate in such business transactions. 

Unknown 
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GRAP 8 

(Revised) 

Interest in Joint Ventures 

No significant impact is expected as the Municipality does 
not participate in such business transactions. 

Unknown 

GRAP 18 

Segment Reporting 

Information to a large extent is already included in the notes 
to the annual financial statements. 

Unknown 

GRAP 24 

Presentation of Budget Information in Financial 
Statements 

Information to a large extent is already included in the notes 
to the annual financial statements. 

1 April 2012 

GRAP 25 

Employee Benefits 

Information to a large extent is already included in the notes 
to the annual financial statements, due to the fact that the 
principles included in GRAP 25 was used to formulate an 
accounting policy. 

Unknown 

GRAP 103 

Heritage Assets 

All Heritage assets are treated in terms of GRAP 17. 

1 April 2012 

GRAP 104 

Financial Instruments 

Information to a large extent is already included in the notes 
to the annual financial statements, due to the fact that the 
principles included in GRAP 104 was used to formulate an 
accounting policy. 

Unknown 

GRAP 105 

Transfer of Functions Between Entities Under Common 
Control 

No significant impact is expected as the Municipality does 
not participate in such business transactions. 

Unknown 

GRAP 106 

Transfer of Functions Between Entities Not Under 
Common Control 

No significant impact is expected as the Municipality does 
not participate in such business transactions. 

Unknown 

GRAP 107 1 Mergers 

* No significant impact is expected as the Municipality does 
not participate in such business transactions. 

Unknown 


These standards, amendments and interpretations will not have a significant impact on the 
Municipality once implemented. 

1 .6. FOREIGN CURRENCY TRANSACTIONS 

The Municipality will not incur a foreign currency liability other than that allowed by the MFMA. 

1.7. RESERVES 

1. 7 . 1 Housing Development Fund 

The Housing Development Fund was established in terms of the Housing Act, (Act No. 107 of 
1997). Loans from National and Provincial Government, used to finance housing selling schemes 
undertaken by the Municipality, were extinguished on 1 April 1998 and transferred to the Housing 
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Development Fund. Housing selling schemes, both completed and in progress as at 1 April 
1998, were also transferred to the Housing Development Fund. In terms of the Housing Act, all 
proceeds from housing developments, which include rental income and sale of houses, must be 
paid into the Housing Development Fund. Monies standing to the credit of the Housing 
Development Fund can be used only to finance housing developments within the municipal area 
subject to the approval of the Provincial MEC responsible for housing. 


1. 7.2 Capital Replacement Reserve (CRR) 

In order to finance the provision of infrastructure and other items of property, plant and equipment 
from internal sources, amounts are transferred from the accumulated surplus / (deficit) to the 
CRR. The cash in the CRR can only be utilized to finance items of property, plant and equipment. 
The CRR is reduced and the accumulated surplus / (Deficit) are credited by a corresponding 
amount when the amounts in the CRR are utilized. 

1.8. LEASES 

1.8. 1 Municipality as Lessee 

Leases are classified as finance leases where substantially all the risks and rewards associated 
with ownership of an asset are transferred to the municipality. Transfer of ownership is not 
required to be recognised as a finance lease. Property, plant and equipment or intangible assets 
subject to finance lease agreements are initially recognised at the lower of the asset’s fair value 
and the present value of the minimum lease payments. The corresponding liabilities are initially 
recognised at the inception of the lease and are measured as the sum of the minimum lease 
payments due in terms of the lease agreement, discounted for the effect of interest. In 
discounting the lease payments, the municipality uses the interest rate that exactly discounts the 
lease payments and unguaranteed residual value to the fair value of the asset plus any direct 
costs incurred. 

Subsequent to initial recognition, the leased assets are accounted for in accordance with the 
stated accounting policies applicable to property, plant and equipment or intangibles. The lease 
liability is reduced by the lease payments, which are allocated between the lease finance cost 
and the capital repayment using the effective interest rate method. Lease finance costs are 
expensed when incurred. The accounting policies relating to derecognition of financial 
instruments are applied to lease payables. 

Operating leases are those leases that do not fall within the scope of the above definition. 
Operating lease rentals are recognised on a straight-line basis over the term of the relevant 
lease. 

1.8.2 Municipality as Lessor 

Under a finance lease, the municipality recognises the lease payments to be received in terms of 
a lease agreement as an asset (receivable). The receivable is calculated as the sum of all the 
minimum lease payments to be received, plus any unguaranteed residual accruing to the 
municipality, discounted at the interest rate implicit in the lease. The receivable is reduced by the 
capital portion of the lease instalments received, with the interest portion being recognised as 
interest revenue on a time proportionate basis. The accounting policies relating to derecognition 
and impairment of financial instruments are applied to lease receivables. 

Rental income from operating leases is recognised on a straight-line basis over the term of the 
relevant lease. 
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1.9. UNSPENT CONDITIONAL GRANTS 

Unspent conditional grants are financial liabilities that are separately reflected on the Statement 
of Financial Position. They represent unspent government grants, subsidies and contributions 
from the public. 

This liability always has to be cash-backed. The following provisions are set for the creation and 
utilisation of this creditor; 

• Unspent conditional grants are recognised as a liability when the grant is received. 

• When grant conditions are met an amount equal to the conditions met are transferred to 
revenue in the Statement of Financial Performance. 

• The cash which backs up the creditor is invested until it is utilised. 

• Interest earned on the investment is treated in accordance with grant conditions. If it is 
payable to the funder it is recorded as part of the creditor. If it is the Municipality’s interest it 
is recognised as interest earned in the Statement of Financial Performance. 

1.10. PROVISIONS 

Provisions are recognised when the municipality has a present or constructive obligation as a 
result of past events, it is probable that an outflow of resource embodying economic benefits will 
be required to settle the obligation and a reliable estimate of the provision can be made. 
Provisions are reviewed at reporting date and adjusted to reflect the current best estimate. 
Where the effect is material, non-current provisions are discounted to their present value using a 
discount rate that reflects the market’s current assessment of the time value of money, adjusted 
for risks specific to the liability (for example in the case of obligations for the rehabilitation of 
land). 

The municipality does not recognise a contingent liability or contingent asset. A contingent 
liability is disclosed unless the possibility of an outflow of resources embodying economic benefits 
is remote. A contingent asset is disclosed where an inflow of economic benefits is probable. 

Future events that may affect the amount required to settle an obligation are reflected in the 
amount of a provision where there is sufficient objective evidence that they will occur. Gains from 
the expected disposal of assets are not taken into account in measuring a provision. Provisions 
are not recognised for future operating losses. The present obligation under an onerous contract 
is recognised and measured as a provision. 

A provision for restructuring costs is recognised only when the following criteria over and above 
the recognition criteria of a provision have been met: 

(a) The municipality has a detailed formal plan for the restructuring identifying at least: 

• the business or part of a business concerned; 

• the principal locations affected; 

• the location, function and approximate number of employees who will be 
compensated for terminating their services; 

• the expenditures that will be undertaken; and 

• when the plan will be implemented. 

(b) The municipality has raised a valid expectation in those affected that it will carry out the 
restructuring by starting to implement that plan or announcing its main features to those 
affected by it. 
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The amount recognised as a provision shall be the best estimate of the expenditure required to 
settle the present obligation at the reporting date. 

Provisions shall be reviewed at each reporting date and adjusted to reflect the current best 
estimate. If it is no longer probable that an outflow of resources embodying economic benefits or 
service potential will be required to settle the obligation, the provision shall be reversed. 

1.11. EMPLOYEE BENEFITS 

(a) Post Retirement Medical obligations 

The municipality provides post-retirement medical benefits by subsidizing the medical aid 
contributions of certain retired staff according to the rules of the medical aid funds. Council 
pays 70% as contribution and the remaining 30% are paid by the members. The 
entitlement to these benefits is usually conditional on the employee remaining in service up 
to retirement age and the completion of a minimum service period. The present value of 
the defined benefit liability is actuarially determined in accordance with IAS 19 - Employee 
benefits (using a discount rate applicable to high quality government bonds). The plan is 
unfunded. 

These contributions are charged to the Statement of Financial Performance when 
employees have rendered the service entitling them to the contribution. The unrecognised 
liability was calculated by means of the projected unit credit actuarial valuation method. 
The liability in respect of current pensioners is regarded as fully accrued, and is therefore 
not split between a past (or accrued) and future in-service element. The liability is 
recognised at the fair value of the obligation. 

Actuarial gains and losses arising from the experience adjustments and changes in 
actuarial assumptions, is charged or credited to the Statement of Financial Performance in 
the period that it occurs. These obligations are valued periodically by independent qualified 
actuaries. 

(b) Long Service awards 

Long service awards are provided to employees who achieve certain pre-determined 
milestones of service within the municipality. The municipality’s obligation under these 
plans is valued by independent qualified actuaries periodically and the corresponding 
liability is raised. Payments are set-off against the liability, including notional interest, 
resulting from the valuation by the actuaries and are charged against the Statement of 
Financial Performance as employee benefits upon valuation. 


(c) Accrued Leave Pay 

Liabilities for annual leave are recognised as they accrue to employees. The liability is 
based on the total amount of leave days due to employees at year end and also on the 
total remuneration package of the employee. 


(d) Bonus 

Provision is made for annual bonuses at year end. Annual bonuses are paid to officials 
after every 12 months of completed service. The value of the provision at year end is 
based on past services already delivered by all officials that entitle them to a bonus in a 
future period. 
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1.12. PROPERTY, PLANT AND EQUIPMENT 

1.12.1 Initial Recognition 

The municipality opted to take advantage of the transitional provisions in Directive 4 for the 
measurement of property, plant and equipment. Only provisional amounts are included in the 
financial statements. 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) 
that are held for use in the production or supply of goods or services, rental to others, or for 
administrative purposes, and are expected to be used during more than one year. Items of 
property, plant and equipment are initially recognised as assets on acquisition date and are 
initially recorded at cost. The cost of an item of property, plant and equipment is the purchase 
price and other costs attributable to bring the asset to the location and condition necessary for it 
to be capable of operating in the manner intended by the municipality. Trade discounts and 
rebates are deducted in arriving at the cost. The cost also includes the necessary costs of 
dismantling and removing the asset and restoring the site on which it is located. 

When significant components of an item of property, plant and equipment have different useful 
lives, they are accounted for as separate items (major components) of property, plant and 
equipment. 

Where an asset is acquired by the municipality for no or nominal consideration (i.e. a non- 
exchange transaction), the cost is deemed to be equal to the fair value of that asset on the date 
acquired. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary 
asset or monetary assets, or a combination of monetary and non-monetary assets, the assets 
acquired is initially measured at fair value (the cost). It the acquired item’s fair value was not 
determinable, it’s deemed cost is the carrying amount of the asset(s) given up. 

Major spare parts and servicing equipment qualify as property, plant and equipment when the 
municipality expects to use them during more than one period. Similarly, if the major spare parts 
and servicing equipment can be used only in connection with an item of property, plant and 
equipment, they are accounted for as property, plant and equipment. 

1.12.2 Subsequent Measurement - Revaluation Model 

Subsequent to initial recognition. Land and Buildings are carried at a revalued amount, unless 
otherwise stated in the relevant Notes to the Financial Statements, being its fair value at the date 
of revaluation less any subsequent accumulated depreciation and impairment losses. 

An increase in the carrying amount of an asset as a result of a revaluation is credited directly to a 
revaluation surplus reserve, except to the extent that it reverses a revaluation decrease of the 
same asset previously recognised in surplus or deficit. 

A decrease in the carrying amount of an asset as a result of a revaluation is recognised in surplus 
or deficit, except to the extent of any credit balance existing in the revaluation surplus in respect 
of that asset. 

1. 12.3 Subsequent Measurement - Cost Model 
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Subsequent to initial recognition, items of property, plant and equipment are measured at cost 
less accumulated depreciation and impairment losses. Land is not depreciated as it is deemed to 
have an indefinite useful life. 

Where the municipality replaces parts of an asset, it derecognises the part of the asset being 
replaced and capitalises the new component. Subsequent expenditure incurred on an asset is 
capitalised when it increases the capacity or future economic benefits associated with the asset. 

1. 12.4 Depreciation and Impairment 

Depreciation is calculated on the depreciable amount, using the straight-line method over the 
estimated useful lives of the assets. Depreciation of an asset begins when it is available for use, 
i.e. when it is in the location and condition necessary for it to be capable of operating in the 
manner intended by management. Components of assets that are significant in relation to the 
whole asset and that have different useful lives are depreciated separately. The estimated useful 
lives, residual values and depreciation method are reviewed at each year end, with the effect of 
any changes in estimate accounted for on a prospective basis. The annual depreciation rates are 
based on the following estimated useful lives 



Years 


Years 

Infrastructure 


Other 


Bridges 

30 

Air conditioners 

5 

Transformer kiosk 

30 

Cabinets / Cupboards 

20 

Footways 

20 

Chairs 

20 

Mains 

20 

Computer hardware 

5 

Outfall sewers 

20 

General Plant 

5 

Pump stations 

20 

Generators 

5 

Purification works 

20 

Graders 

10 

Reservoirs and tanks 

20 

Lawnmowers 

10 

Sewers 

20 

Mechanical horses 

10 

Supply/reticulation 

20 

Miscellaneous furniture 

10 

Switchgear 

20 

Office machines 

5 

Traffic lights 

20 

Radio equipment 

5 

Meters 

15 

Tables / desks 

20 

Sewerage pumps 

15 

Telecommunication 

5 

Other roads 

10 

Tippers 

15 

Other 

20 

Tools 

5 



T ractors 

10 

Communitv 


Trucks / bakkies 

5 

Cemeteries 

30 

Vehicles 

5 

Churches 

30 

Abattoirs 

30 

Clinics 

30 



Community centres 

30 

Heritage Assets and Land 


Hostel - workers 

30 

Heritage Assets 

50-infinite 

Indoor sports 

30 

Land 

infinite 

Informal housing 

30 



Libraries 

30 

Finance lease assets 


Office Buildings 

30 



Old age homes 

30 

Office equipment 

5 

Outdoor sport facilities 

30 

Other assets 

5 

Parks 

30 



Public conveniences 

30 



Tip sites 

30 



Workshops 

30 



Housing scheme 

0 
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Land and Buildinqs 


Land 

Infinite 

Buildings 

30 

Caravan parks 

30 

Municipal Buildings 

30 

Municipal Houses 

30 


Property, plant and equipment are reviewed at each reporting date for any indication of 
impairment. If any such indication exists, the asset’s recoverable amount is estimated. The 
impairment charged to the Statement of Financial Performance is the excess of the carrying value 
over the recoverable amount. 

An impairment is reversed only to the extent that the asset’s carrying amount does not exceed 
the carrying amount that would have been determined had no impairment been recognised. A 
reversal of impairment is recognised in the Statement of Financial Performance. 

1.12.5 De-recognition 

Items of property, plant and equipment are derecognised when the asset is disposed or when 
there are no further economic benefits or service potential expected from the use of the asset. 
The gain or loss arising on the disposal or retirement of an item of property, plant and equipment 
is determined as the difference between the sales proceeds and the carrying value and is 
recognised in the Statement of Financial Performance. 


1.13. INTANGIBLE ASSETS 
1.13.1 Initial Recognition 

The municipality opted to take advantage of the transitional provisions in Directive 4 for the 
measurement of intangible assets. Only provisional amounts are included in the financial 
statements. 

An intangible asset is an identifiable non-monetary asset without physical substance. 

An asset meets the identifiability criterion in the definition of an intangible asset when it: 

• is separable, i.e. is capable of being separated or divided from the entity and sold, transferred, 
licensed, rented or exchanged, either individually or together with a related contract, asset or 
liability; or 

• arises from contractual rights (including rights arising from binding arrangements) or other 
legal rights (excluding rights granted by statute), regardless of whether those rights are 
transferable or separable from the entity or from other rights and obligations. 

The municipality recognises an intangible asset in its Statement of Financial Position only when it 
is probable that the expected future economic benefits or service potential that are attributable to 
the asset will flow to the municipality and the cost or fair value of the asset can be measured 
reliably. 

Internally generated intangible assets are subject to strict recognition criteria before they are 
capitalised. Research expenditure is never capitalised, while development expenditure is only 
capitalised to the extent that: 

• the municipality intends to complete the intangible asset for use or sale; 
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• it is technically feasible to complete the intangible asset; 

• the municipality has the resources to complete the project; and 

• it is probable that the municipality will receive future economic benefits or service potential. 
Intangible assets are initially recognised at cost. 

Where an intangible asset is acquired by the municipality for no or nominal consideration (i.e. a 
non exchange transaction), the cost is deemed to be equal to the fair value of that asset on the 
date acquired. 

Where an intangible asset is acquired in exchange for a non-monetary asset or monetary assets, 
or a combination of monetary and non-monetary assets, the asset acquired is initially measured 
at fair value (the cost). If the acquired item’s fair value was not determinable, it’s deemed cost is 
the carrying amount of the asset(s) given up. 


1. 13.2 Subsequent Measurement - Cost Model 

Intangible assets are subsequently carried at cost less accumulated amortisation and 
impairments. The cost of an intangible asset is amortised over the useful life where that useful 
life is finite. Where the useful life is indefinite, the asset is not amortised but is subject to an 
annual impairment test. 

1. 13.3 Amortisation and Impairment 

Amortisation is charged so as to write off the cost or valuation of intangible assets over their 
estimated useful lives using the straight line method. Amortisation of an asset begins when it is 
available for use, i.e. when it is in the condition necessary for it to be capable of operating in the 
manner intended by management. Components of assets that are significant in relation to the 
whole asset and that have different useful lives are amortised separately. The estimated useful 
lives, residual values and amortisation method are reviewed at each year end, with the effect of 
any changes in estimate accounted for on a prospective basis. The annual amortisation rates 
are based on the following estimated useful lives; 

Intangible Assets Years 

Computer Software 3 

1.13.4 De-recognition 

Intangible assets are derecognised when the asset is disposed or when there are no further 
economic benefits or service potential expected from the use of the asset. The gain or loss 
arising on the disposal or retirement of an intangible asset is determined as the difference 
between the sales proceeds and the carrying value and is recognised in the Statement of 
Financial Performance. 

1.14. INVESTMENT PROPERTY 

1.14.1 initial Recognition 

The municipality opted to take advantage of the transitional provisions in Directive 4 for the 
measurement of investment property. 

Investment property shall be recognised as an asset when, and only when; 
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• it is probable that the future economic benefits or service potential that are associated 
with the investment property will flow to the entity, and 

• the cost or fair value of the investment property can be measured reliably. 

Investment property includes property (land or a building, or part of a building, or both land and 
buildings held under a finance lease) held to earn rentals and/or for capital appreciation, rather 
than held to meet service delivery objectives, the production or supply of goods or services, or the 
sale of an asset in the ordinary course of operations. 

At initial recognition, the municipality measures investment property at cost including transaction 
costs once it meets the definition of investment property. However, where an investment property 
was acquired through a non-exchange transaction (i.e. where it acquired the investment property 
for no or a nominal value), its cost is its fair value as at the date of acquisition. 

Transfers are made to or from investment property only when there is a change in use. For a 
transfer from investment property to owner occupied property, the deemed cost for subsequent 
accounting is the fair value at the date of change in use. If owner occupied property becomes an 
investment property, the municipality accounts for such property in accordance with the policy 
stated under property, plant and equipment up to the date of change in use. 

The cost of self-constructed investment property is the cost at date of completion. 

1. 14.2 Subsequent Measurement - Cost Model 

Subsequent to initial recognition, items of investment property are measured at cost less 
accumulated depreciation and impairment losses. Land is not depreciated as it is deemed to 
have an indefinite useful life. 

1.14.3 Depreciation and Impairment 

Depreciation is calculated on the depreciable amount, using the straight-line method over the 
estimated useful lives of the assets. Depreciation of an asset begins when it is available for use, 
i.e. when it is in the location and condition necessary for it to be capable of operating in the 
manner intended by management. Components of assets that are significant in relation to the 
whole asset and that have different useful lives are depreciated separately. The estimated useful 
lives, residual values and depreciation method are reviewed at each year end, with the effect of 
any changes in estimate accounted for on a prospective basis. 

Investment Property Years 

Buildings 100 

1.14.4 De-recognition 

Investment property is derecognised when it is disposed or when there are no further economic 
benefits expected from the use of the investment property. The gain or loss arising on the 
disposal or retirement of an item of investment property is determined as the difference between 
the sales proceeds and the carrying value and is recognised in the Statement of Financial 
Performance. 

1.15. NON-CURRENT ASSETS HELD FOR SALE 
1. 15. 1 Initial Recognition 

Non-current assets and disposal groups are classified as held for sale if their carrying amount will 
be recovered through a sale transaction rather than through continuing use. This condition is 
regarded as met only when the sale is highly probable and the asset (or disposal group) is 
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available for immediate sale in its present condition. Management must be committed to the sale, 
which should be expected to qualify for recognition as a completed sale within one year from the 
date of classification. 

1.15.2 Subsequent Measurement 

Non-current assets held for sale (or disposal group) are measured at the lower of carrying 
amount and fair value less costs to sell. 

A non-current asset is not depreciated (or amortised) while it is classified as held for sale, or while 
it is part of a disposal group classified as held for sale. 

Interest and other expenses attributable to the liabilities of a disposal group classified as held for 
sale are recognised in surplus or deficit. 


1.16. CONSTRUCTION CONTRACTS 

Where the outcome of a construction contract can be estimated reliably, contract revenue and 
costs are recognised by reference to the stage of completion of the contract activity at the 
reporting date, as measured by either the proportion that contract costs incurred for work 
performed to date bear to the estimated total contract costs or surveys of work done or 
completion of a physical proportion of the contract work. 

Variations in contract work, claims and incentive payments are included to the extent that they 
have been agreed with the customer. 

When the outcome of a construction contract cannot be estimated reliably, contract revenue is 
recognised to the extent that contract costs incurred are recoverable. Contract costs are 
recognised as an expense in the period in which they are incurred. 

When it is probable that total contract costs will exceed total contract revenue, the expected loss 
is recognised as an expense immediately. 

1.17. IMPAIRMENT OF ASSETS 

The municipality assesses at each reporting date whether there is an indication that an asset may 
be impaired. If any indication exists, or when annual impairment testing for an asset is required, 
the municipality estimates the asset’s recoverable amount. An asset’s recoverable amount is the 
higher of an asset’s or cash-generating unit’s (CGU) fair value less costs to sell and its value in 
use and is determined for an individual asset, unless the asset does not generate cash inflows 
that are largely independent of those from other assets or groups of assets. Where the carrying 
amount of an asset or CGU exceeds its recoverable amount, the asset is considered impaired 
and is written down to its recoverable amount. In assessing value in use, the estimated future 
cash flows are discounted to their present value using a pre-tax discount rate that reflects current 
market assessments of the time value of money and the risks specific to the asset. In determining 
fair value less costs to sell, an appropriate valuation model is used. Impairment losses are 
recognised in the Statement of Financial Performance in those expense categories consistent 
with the function of the impaired asset. 

An assessment is made at each reporting date as to whether there is any indication that 
previously recognised impairment losses may no longer exist or may have decreased. If such 
indication exists, the municipality estimates the asset’s or cash-generating unit’s recoverable 
amount. A previously recognised impairment loss is reversed only if there has been a change in 
the assumptions used to determine the asset's recoverable amount since the last impairment loss 
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was recognised. The reversal is limited so that the carrying amount of the asset does not exceed 
its recoverable amount, nor exceed the carrying amount that would have been determined, net of 
depreciation, had no impairment loss been recognised for the asset in prior years. Such reversal 
is recognised in the income statement. 

1.18. INVENTORIES 

1. 18. 1 Initial Recognition 

Inventories comprise current assets held for sale, consumption or distribution during the ordinary 
course of business. Inventories are initially recognised at cost. Cost generally refers to the 
purchase price, plus non-recoverabie taxes, transport costs and any other costs in bringing the 
inventories to their current location and condition. Where inventory is manufactured, constructed 
or produced, the cost includes the cost of labour, materials and overheads used during the 
manufacturing process. 

Where inventory is acquired by the municipality for no or nominal consideration (i.e. a non- 
exchange transaction), the cost is deemed to be equal to the fair value of the item on the date 
acquired. 

1.18.2 Subsequent Measurement 

Inventories, consisting of consumable stores, raw materials, work-in-progress and finished goods, 
are valued at the lower of cost and net realisable value unless they are to be distributed at no or 
nominal charge, in which case they are measured at the lower of cost and current replacement 
cost. Redundant and slow-moving inventories are identified and written down in this way. 
Differences arising on the valuation of inventory are recognised in the Statement of Financial 
Performance in the year in which they arose. The amount of any reversal of any write-down of 
inventories arising from an increase in net realisable value or current replacement cost is 
recognised as a reduction in the amount of inventories recognised as an expense in the period in 
which the reversal occurs. 

The carrying amount of inventories is recognised as an expense in the period that the inventory 
was sold, distributed, written off or consumed, unless that cost qualifies for capitalisation to the 
cost of another asset. 

In general, the basis of allocating cost to inventory items is the weighted average method. 

1.19. FINANCIAL INSTRUMENTS 

Financial instruments recognised on the balance sheet include trade and other receivables, cash 
and cash equivalents, annuity loans and trade and other payables. 

1.19.1 Initial Recognition 

Financial instruments are initially recognised when the municipality becomes a party to the 
contractual provisions of the instrument at fair value plus, in the case of a financial asset or 
financial liability not at fair value through profit or loss, transaction costs that are directly 
attributable to the acquisition or issue of the financial asset or financial liability 

1. 19.2 Subsequent Measurement 

Financial Assets are categorised according to their nature as either financial assets at fair value 
through profit or loss, held-to-maturity, loans and receivables, or available for sale. Financial 
Liabilities are categorised as either at fair value through profit or loss or financial liabilities carried 
at amortised cost (’’other”). The subsequent measurement of financial assets and liabilities 
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depends on this categorisation and, in the absence of an approved GRAP Standard on Financial 
Instruments, is in accordance with IAS 39. 

1.19.2.1 Investments 

Investments, which include listed government bonds, unlisted municipal bonds, fixed 
deposits and short-term deposits invested in registered commercial banks, are categorised 
as either held-to-maturity where the criteria for that categorisation are met, or as loans and 
receivables, and are measured at amortised cost. Where investments have been impaired, 
the carrying value is adjusted by the impairments and is calculated as being the difference 
between the carrying amount and the present value of the expected future cash flows flowing 
from the instrument. On disposal of an investment, the difference between the net disposal 
proceeds and the carrying amount is charged or credited to the Statement of Financial 
Performance. 


1.19.2.2 Receivables 

For amounts due from debtors carried at amortised cost, the municipality first assesses 
whether objective evidence of impairment exists individually for financial assets that are 
individually significant, or collectively for financial assets that are not individually significant. 
Objective evidence of impairment includes significant financial difficulties of the debtor, 
probability that the debtor will enter bankruptcy or financial reorganisation and default or 
delinquency in payments (more than 90 days overdue). If the municipality determines that 
no objective evidence of impairment exists for an individually assessed financial asset, 
whether significant or not, it includes the asset in a group of financial assets with similar 
credit risk characteristics and collectively assesses them for impairment. Assets that are 
individually assessed for impairment and for which an impairment loss is, or continues to be, 
recognised are not included in a collective assessment of impairment. 

If there is objective evidence that an impairment loss has been incurred, the amount of the 
loss is measured as the difference between the assets carrying amount and the present 
value of estimated future cash flows (excluding future expected credit losses that have not 
yet been incurred). The carrying amount of the asset is reduced through the use of an 
allowance account and the amount of the loss is recognised in the Statement of Financial 
Performance. Interest income continues to be accrued on the reduced carrying amount 
based on the original effective interest rate of the asset. Loans together with the associated 
allowance are written off when there is no realistic prospect of future recovery and all 
collateral has been realised or has been transferred to the municipality. If, in a subsequent 
year, the amount of the estimated impairment loss increases or decreases because of an 
event occurring after the impairment was recognised, the previously recognised impairment 
loss is increased or reduced by adjusting the allowance account. If a future write-off is later 
recovered, the recovery is recognised in the income statement. 

The present value of the estimated future cash flows is discounted at the financial asset’s 
original effective interest rate, if material. If a loan has a variable interest rate, the discount 
rate for measuring any impairment loss is the current effective interest rate. 

1.19.2.3 Payables and Borrowings 

Financial liabilities consist of trade payables and borrowings. They are categorised as 
financial liabilities held at amortised cost, are initially recognised at fair value and 
subsequently measured at amortised cost using an effective interest rate, which is the initial 
carrying amount, less repayments, plus interest. 

1.19.2.4 Cash and Cash Equivalents 
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Cash includes cash on hand (including petty cash) and cash with banks. Cash equivalents 
are short-term highly liquid investments, readily convertible into known amounts of cash that 
are held with registered banking institutions with maturities of three months or less and are 
subject to an insignificant risk of change in value. For the purposes of the cash flow 
statement, cash and cash equivalents comprise cash on hand, highly liquid deposits and net 
of bank overdrafts. The municipality categorises cash and cash equivalents as financial 
assets: loans and receivables. 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank 
overdraft are expensed as incurred. Amounts owing in respect of bank overdrafts are 
categorised as financial liabilities; other financial liabilities carried at amortised cost. 


1.19.3 De-recognition of Financial Instruments 

1.19.3.1 Financial Assets 

A financial asset (or, where applicable a part of a financial asset or part of a group of similar 
financial assets) is derecognised when; 

• the rights to receive cash flows from the asset have expired; or 

• the municipality has transferred its rights to receive cash flows from the asset or has 
assumed an obligation to pay the received cash flows in full without material delay to a 
third party under a ‘pass-through’ arrangement; and either (a) the municipality has 
transferred substantially all the risks and rewards of the asset, or (b) the municipality 
has neither transferred nor retained substantially all the risks and rewards of the asset, 
but has transferred control of the asset. 

When the municipality has transferred its rights to receive cash flows from an asset or has 
entered into a pass-through arrangement, and has neither transferred nor retained 
substantially all the risks and rewards of the asset nor transferred control of the asset, a new 
asset is recognised to the extent of the municipality’s continuing involvement in the asset. 

Continuing involvement that takes the form of a guarantee over the transferred asset is 
measured at the lower of the original carrying amount of the asset and the maximum amount 
of consideration that the municipality could be required to repay. 

When continuing involvement takes the form of a written and/or purchased option (including 
a cash settled option or similar provision) on the transferred asset, the extent of the 
municipality’s continuing involvement is the amount of the transferred asset that the 
municipality may repurchase, except that in the case of a written put option (including a cash 
settled option or similar provision) on an asset measured at fair value, the extent of the 
municipality’s continuing involvement is limited to the lower of the fair value of the transferred 
asset and the option exercise price. 

1.19.3.2 Financial Liabilities 


A financial liability is derecognised when the obligation under the liability is discharged or 
cancelled or expires. 

When an existing financial liability is replaced by another from the same lender on 
substantially different terms, or the terms of an existing liability are substantially modified, 
such an exchange or modification is treated as a de-recognition of the original liability and 
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the recognition of a new liability, and the difference in the respective carrying amounts is 
recognised in the Statement of Financial Performance. 


1.19.4 Offsetting of Financial Instruments 

Financial assets and financial liabilities are offset and the net amount reported in the Statement of 
Financial Position if, and only if, there is a currently enforceable legal right to offset the 
recognised amounts and there is an intention to settle on a net basis, or to realise the assets and 
settle the liabilities simultaneously. 


1.20. REVENUE 

1.20.1 Revenue from Non-Exchange Transactions 

Revenue from non-exchange transactions refers to transactions where the municipality received 
revenue from another entity without directly giving approximately equal value in exchange. 
Revenue from non-exchange transactions is generally recognised to the extent that the related 
receipt or receivable qualifies for recognition as an asset and there is no liability to repay the 
amount. 

Revenue from property rates is recognised when the legal entitlement to this revenue arises. 
Collection charges are recognised when such amounts are legally enforceable. Penalty interest 
on unpaid rates is recognised on a time proportionate basis as an exchange transaction. 

Fines constitute both spot fines and summonses. Revenue from spot fines and summonses is 
recognised when payment is received. 

Revenue from public contributions and donations is recognised when all conditions associated 
with the contribution have been met or where the contribution is to finance property, plant and 
equipment, when such items of property, plant and equipment qualifies for recognition and first 
becomes available for use by the municipality. Where public contributions have been received 
but the municipality has not met the related conditions, it is recognised as an unspent public 
contribution (liability). 

Revenue from third parties i.e. insurance payments for assets impaired, are recognised when it 
can be measured reliably and is not being offset against the related expenses of repairs or 
renewals of the impaired assets. 

Contributed property, plant and equipment is recognised when such items of property, plant and 
equipment qualifies for recognition and become available for use by the municipality. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based 
on legislated procedures, including those set out in the Municipal Finance Management Act (Act 
No. 56 of 2003) and is recognised when the recovery thereof from the responsible councillors or 
officials is virtually certain. 

Revenue shall be measured at the fair value of the consideration received or receivable. 

When, as a result of a non-exchange transaction, a municipality recognises an asset, it also 
recognises revenue equivalent to the amount of the asset measured at its fair value as at the date 
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of acquisition, unless it is also required to recognise a liability. Where a liability is required to be 
recognised it will be measured as the best estimate of the amount required to settle the present 
obligation at the reporting date, and the amount of the increase in net assets, if any, recognised 
as revenue. When a liability is subsequently reduced, because the taxable event occurs or a 
condition is satisfied, the amount of the reduction in the liability will be recognised as revenue. 


1.20.2 Revenue from Exchange Transactions 

Revenue from exchange transactions refers to revenue that accrued to the municipality directly in 
return for services rendered/ goods sold, the value of which approximates the consideration 
received or receivable. 

Service charges relating to electricity and water are based on consumption. Meters are read on a 
monthly basis and are recognised as revenue when invoiced. Provisional estimates of 
consumption are made monthly when meter readings have not been performed. The provisional 
estimates of consumption are recognised as revenue when invoiced. Adjustments to provisional 
estimates of consumption are made in the invoicing period in which meters have been read. 
These adjustments are recognised as revenue in the invoicing period. Revenue from the sale of 
electricity prepaid meter cards are recognised at the point of sale. 

Service charges relating to refuse removal are recognised on a monthly basis by applying the 
approved tariff to each property that has improvements. Tariffs are determined per category of 
property usage 

Service charges from sewerage and sanitation for residential and business properties are levied 
monthly based on a fixed tariff. 

Revenue from the sale of electricity prepaid meter cards is recognised at the point of sale. 

Interest revenue is recognised using the effective interest rate method. 

Revenue from the rental of facilities and equipment is recognised on a straight-line basis over the 
term of the lease agreement. 

Dividends are recognised on the date that the Municipality becomes entitled to receive the 
dividend. 

Revenue arising from the application of the approved tariff of charges is recognised when the 
relevant service is rendered by applying the relevant tariff. This includes the issuing of licences 
and permits. 

Revenue from the sale of goods is recognised when substantially all the risks and rewards in 
those goods are passed to the consumer. 

Revenue arising out of situations where the municipality acts as an agent on behalf of another 
entity (the principal) is limited to the amount of any fee or commission payable to the municipality 
as compensation for executing the agreed services. 

Revenue shall be measured at the fair value of the consideration received or receivable. 

The amount of revenue arising on a transaction is usually determined by agreement between the 
entity and the purchaser or user of the asset or service. It is measured at the fair value of the 
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consideration received or receivable taking into account the amount of any trade discounts and 
volume rebates allowed by the entity. 

In most cases, the consideration is in the form of cash or cash equivalents and the amount of 
revenue is the amount of cash or cash equivalents received or receivable. However, when the 
inflow of cash or cash equivalents is deferred, the fair value of the consideration may be less than 
the nominal amount of cash received or receivable. When the arrangement effectively constitutes 
a financing transaction, the fair value of the consideration is determined by discounting all future 
receipts using an imputed rate of interest. The imputed rate of interest is the more clearly 
determinable of either; 

• The prevailing rate for a similar instrument of an issuer with a similar credit rating; or 

• A rate of interest that discounts the nominal amount of the instrument to the current cash 
sales price of the goods or services. 

The difference between the fair value and the nominal amount of the consideration is recognised 
as interest revenue and in accordance with the relevant Standards of GRAP on Financial 
Instruments. 

When goods or services are exchanged or swapped for goods or services which are of a similar 
nature and value, the exchange is not regarded as a transaction that generates revenue. When 
goods are sold or services are rendered in exchange for dissimilar goods or services, the 
exchange is regarded as a transaction that generates revenue. The revenue is measured at the 
fair value of the goods or services received, adjusted by the amount of any cash or cash 
equivalents transferred. When the fair value of the goods or services received cannot be 
measured reliably, the revenue is measured at the fair value of the goods or services given up, 
adjusted by the amount of any cash or cash equivalents transferred. 

1.20.3 Grants, Transfers and Donations (Non-Exchange Revenue) 

Grants, transfers and donations received or receivable are recognised when the resources that 
have been transferred meet the criteria for recognition as an asset. A corresponding liability is 
raised to the extent that the grant, transfer or donation is conditional. The liability is transferred to 
revenue as and when the conditions attached to the grant are met. Grants without any conditions 
attached are recognised as revenue when the asset is recognised. 

1.21. RELATED PARTIES 

Individuals as well as their close family members, and/or entities are related parties if one party 
has the ability, directly or indirectly, to control or jointly control the other party or exercise 
significant influence over the other party in making financial and/or operating decisions. It 
includes full-time councillors, being the Executive Mayor, Deputy Mayor and Speaker. Key 
management personnel is defined as the Municipal Manager, Chief Financial Officer and all other 
managers reporting directly to the Municipal Manager or as designated by the Municipal 
Manager. 

1.22. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted, expenditure that is not in 
terms of the conditions of an allocation received from another sphere of government, municipality 
or organ of state and expenditure in a form of a grant that is not permitted in terms of the 
Municipal Finance Management Act (Act No. 56 of 2003). Unauthorised expenditure is 
accounted for as an expense in the Statement of Financial Performance and where recovered, it 
is subsequently accounted for as revenue in the Statement of Financial Performance. 

1.23. IRREGULAR EXPENDITURE 
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Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act 
(Act No. 56 of 2003), the Municipal Systems Act (Act No. 32 of 200), the Public Office Bearers 
Act, and (Act. No. 20 of 1998) or is in contravention of the Municipality’s Supply Chain 
Management Policy. Irregular expenditure excludes unauthorised expenditure. Irregular 
expenditure is accounted for as expenditure in the Statement of Financial Performance and 
where recovered, it is subsequently accounted for as revenue in the Statement of Financial 
Performance. 

1 .24. FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure is expenditure that was made in vain and could have been 
avoided had reasonable care been exercised. Fruitless and wasteful expenditure is accounted 
for as expenditure in the Statement of Financial Performance and where recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance. 

1.25. CONTINGENT LIABILITIES 

All known contingent liabilities are reflected in the financial statements. 

1.26. SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS 

In the process of applying the Municipality’s accounting policy, management has made the 
following significant accounting judgements, estimates and assumptions, which have the most 
significant effect on the amounts recognised in the financial statements: 

Operating lease commitments - the Municipality as lessor 

The Municipality has entered into commercial property leases on its investment property portfolio. 
The Municipality has determined that it retains all the significant risks and rewards of ownership 
of these properties, and so accounts for them as operating leases. 

Pension and other post-employment benefits 

The cost of defined benefit pension plans and other employment medical benefits is determined 
using actuarial valuations. The actuarial valuation involves making assumptions about discount 
rates, expected rates of return on assets, future salary increases, mortality rates and future 
pension increases. Due to the long-term nature of these plans, such estimates are subject to 
significant uncertainty. 

Impairment of receivables 

The calculation in respect of the impairment of debtors is based on an assessment of the extent 
to which debtors have defaulted on payments already due, and an assessment of their ability to 
make payments based on their creditworthiness. This was performed per service-identifiable 
categories across all classes of debtors. 

Property, plant and equipment 

The useful lives of assets are based on management’s estimation. Management considers the 
impact of technology, availability of capital funding, service requirements and required return on 
assets to determine the optimum useful life expectation, where appropriate. The estimation of 
residual values of assets is also based on management’s judgement whether the assets will be 
sold or used to the end of their useful lives, and in what condition they will be at that time. 

Provisions and contingent liabilities 
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Management judgement is required when recognising and measuring provisions and when 
measuring contingent liabilities. Provisions are discounted where the effect of discounting is 
material using actuarial valuations. 

Revenue Recognition 

Accounting Policy 1.20.1 on Revenue from Non-Exchange Transactions and Accounting Policy 
1.20.2 on Revenue from Exchange Transactions describes the conditions under which revenue 
will be recognised by management of the municipality. 

In making their judgement, management considered the detailed criteria for the recognition of 
revenue as set out in GRAP 9: Revenue from Exchange Transactions and GAMAP 9; Revenue, 
as far as Revenue from Non-Exchange Transactions is concerned (see Basis of Preparation note 
1.20 above). Specifically, whether the municipality, when goods are sold, had transferred to the 
buyer the significant risks and rewards of ownership of the goods and when services are 
rendered, whether the service has been performed. The management of the municipality is 
satisfied that recognition of the revenue in the current year is appropriate. 

1 .27. TAXES - VALUE ADDED TAX 

Revenue, expenses and assets are recognised net of the amounts of value added tax. The net 
amount of Value added tax recoverable from, or payable to, the taxation authority is included as 
part of receivables or payables in the balance sheet. 

1.28. AMENDED DISCLOSURE POLICY 

Amendments to accounting policies are reported as and when deemed necessary based on the 
relevance of any such amendment to the format and presentation of the financial statements. The 
principal amendments to matters disclosed in the current financial statements include 
fundamental errors, and the treatment of assets financed by external grants. 
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NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 



2011 

2010 

NET ASSET RESERVES 

R 

R 

RESERVES 

Capital Replacement Reserve 

- 

- 

Housing Development fund 

4,014,818 

3,929,507 

Total Net Asset Reserve and Liabilities 

4,014,818 

3,929,507 


3 LONG-TERM LIABILITIES 


Annuity Loans - At amortised cost 

Capitalised Lease Liability - At amortised cost 

38,685,407 

43,310 

17,342,593 

276,307 


38,728,717 

17,618,900 

Current Portion transferred to Current Liabilities 

1,480,962 

1,277,238 

Annuity Loans - At amortised cost 

Capitalised Lease Liability - At amortised cost 

1,439 287 

41,675 

1,044,241 

232,997 

Total Long-term Liabilities 

37,247,755 

16,341,662 

Annuity loans consist out of 9 different contracts with DBSA, Interest rates on these loans range from 

8 25% to15,90% interest rate, with a last contract to be settled in 2030 Refer to Appendix A 




The obligations under annuity loans are scheduled below: 

Minimum 


Amounts payable under annuity loans 

annuity payments 

Payable within one year 

5,688,395 

2,702,057 

Payable within two to five years 

22.459,122 

10,530,521 

Payable after five years 

58.017,057 

17,358,651 


86,164,574 

30,591,230 

Less: Future finance obligations 

(47,479,167) 

(13,248,636) 

Present value of annuity obligations 

38,685,407 

17,342,593 

The obligations under finance leases are scheduled below: 

Minimum 


Amounts payable under finance leases 

lease payments 

Payable within one year 

43.703 

240,848 

Payable within two to five years 

1 776 

51,711 

Payable after five years 

- 

- 


45.479 

292,559 

Less: Future finance obligations 

(2,169) 

(16,252) 

Present value of lease obligations 

Leases are secured by property plant and equipment - Note 12 

43,310 

276,307 


EMPLOYEE BENEFITS 

Post Retirement Benefits 

6,445,618 

5,983,143 

Long Service Awards 

1,323,449 

805,964 

Total Non-current Employee Benefits 

7,769,067 

6,789,107 

Post Retirement Benefits 

Balance 1 July 

6,448,323 

6,382,717 

Interest Cost 

540,244 

549,588 

Expenditure for the year 

(515.309) 

(515,371) 

Actuarial Loss 

443,084 

31,389 

Total post retirement benefits 30 June 

6,916,342 

6,448,323 

Transfer to current employee benefits - Refer note 7 

(470,724) 

(465,180) 

Balance 30 June 

6,445,618 

5,983,143 
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2011 

2010 


R 

R 

Loner Service Awards 

Balance 1 July 

888,137 

775,035 

Contribution for the year 

102,673 

84,988 

Interest Cost 

76,012 

68,004 

Expenditure for the year 

(104.201) 

(82,330) 

Actuarial Loss 

676,746 

42,440 

Total long service 30 June 

1,639,367 

888,137 

Transfer to current employee benefits - Refer note 7 

(315,918) 

(82,173) 

Balance 30 June 

1,323,449 

805,964 

TOTAL NON-CURRENT EMPOLYEE BENEFITS 

Balance 1 July 

7,336,460 

7,157,752 

Contribution for the year 

102,673 

84,988 

Interest cost 

616,256 

617,592 

Expenditure for the year 

(619,509) 

(597 700) 

Actuarial Loss 

1.119.829 

73,828 

Total employee benefits 30 June 

8,555,709 

7,336,460 

Transfer to current employee benefits - Refer note 7 

(786,642) 

(547 353) 

Balance 30 June 

7,769,067 

6,789,107 

Post Retirement Benefits 

The Post Retirement Benefit Plan is a defined benefit plan, of which the members are made up as 
follows 

Continuation members (e.g Retirees, widows, orphans) 

19 

19 

Total Members 

19 

19 

The liability in respect of past service has been estimated to be as follows: 

Continuation members 

6.916,342 

6.448,323 

Total Liability 

6,916,342 

6,448,323 

The liability in respect of periods commencing prior to the comparative year has 
been estimated as follows 

2009 

2008 


R 

R 

Total Liability 

6.382,717 

6,706.618 

No actuarial valuations were performed for the year ending 30 June 2007 as GRAP 
was only adopted for period commencing on 1 July 2008 Subsequently no liability 
was disclosed in respect of this period. Adequate disclosure will be provided in the 
financial statements of the ensuing year to ensure full compliance with the relevant 

GRAP standards 

Future cost in respect of the Post Retirement Benefit Plan is expected to be as follows 

2012 

2011 


R 

R 

Future Service cost 

- 

- 

Interest Cost 

557 238 

545,383 

Total cost 

557,238 

545,383 


The municipality makes monthly contributions for health care arrangements to the following medical aid 
schemes: 

Bonitas, 

LA Health 
Samwumed: and 
Keyhealth. 
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4.2 


SWELLENDAM MUNICIPALITY 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 


Key actuarial assumptions used 

i) Rate of interest 
Discount rate 

Health Care Cost Inflation Rate 
Net Effective Discount Rate 

ii) Mortality rates 

The PA 90 ultimate table, rated down by 1 year of age was used by the actuaries. 

iii) Normal retirement age 


2011 2010 

% % 


8 33% 
7 18% 
1 08% 


8 68% 
6 98% 
1 59% 


It has been assumed that in-service members will retire at age 60. which then implicitly allows for 
expected rates of early and ill-health retirement. 

2011 2010 

R R 

The amounts recognised in the Statement of Financial Position are as follows; 


Present value of fund obligations 



6,916,342 

6 448,323 

Net liability 



6,916,342 

6,448,323 

The fund is wholly unfunded 





Reconciliation of present value of fund obligation: 





Present value of fund obligation at the beginning of the year 
Total expenses 



6,448.323 

24,936 

6.382,717 

34,217 

Current service cost 

Interest Cost 

Benefits Paid 



540.244 

(515,309) 

549,588 

(515,371) 

Actuarial losses 



443,084 

31,389 

Present value of fund obligation at the end of the year 



6,916.342 

6.448,323 

Transfer to current employee benefits - Refer note 7 



(470,724) 

(465.180) 

Balance 30 June 



6,445,618 

5,983,143 

Sensitivity Analysis on the Accrued Liability 





Assumption 

Central Assumptions 



Continuation 

members 

iiabiiity 

(Rm) 

6 916 

Total liability 
(Rm) 

6,916 

The effect of movements in the assumptions are as follows: 





Assumption 

Health care inflation 

Health care inflation 

Post-retirement mortality 

Change 

1% 

-1% 

-1 year 

Continuation 

members 

liability 

(Rm) 

7,699 

6.243 

7 177 

Totai Iiabiiity 
(Rm) 

7 699 

6 243 

7 177 

% change 

11% 

-10% 

4% 

Long Service Bonuses 



2011 

R 

2010 

R 

The Long Service Bonus plans are defined benefit plans 





As at year end. the following number of employees were eligible 

for Long Service Bonuses 

239 

196 

Future cost in respect of the Long Sen/ice awards is expected to 

be as follows: 




Future Service cost 

Interest Cost 



268,974 

116,179 

111,877 

76,654 

Total cost 



385,153 

188,531 
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SWELLENDAM MUNICIPALITY 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 




2011 

2010 

Key actuarial assumptions used 


% 

% 

i) Rate of interest 




Discount rate 


7.83% 

8 96% 

General Salary Inflation (long-term) 


6 28% 

6 34% 

Net Effective Discount Rate applied to salary-related Long Service Bonuses 


1 46% 

2 47% 



2011 

2010 



R 

R 

The amounts recognised in the Statement of Financial Position are as follows; 




Present value of fund obligations 


1 .639,367 

888,137 

Net liability 


1,639,367 

888,137 

The fund is wholly unfunded. 




The liability in respect of periods commencing prior to the comparative year has 
been estimated as follows: 


2009 

2008 



R 

R 

Total Liability 


775.035 

679.515 

No actuarial valuations were performed for the year ending 30 June 2007 as GRAP 
was only adopted for period commencing on 1 July 2008 Subsequently, no liability 
was disclosed in respect of this period Adequate disclosure will be provided in the 
financial statements of the ensuing year to ensure full compliance with the relevant 
GRAP standards 


2011 

2010 



R 

R 

Reconciliation of present value of fund obligation; 




Present value of fund obligation at the beginning of the year 


888 137 

775.035 

Total expenses 


74 484 

70.663 

Current service cost 


102.673 

84.988 

Interest Cost 


76 012 

68,004 

Benefits Paid 


(104,201) 

(82,330) 

Actuarial losses 


676,746 

42,440 

Present value of fund obligation at the end of the year 


1,639,367 

888,137 

Transfer to current employee benefits - Refer note 7 


(315,918) 

(82,173) 

Balance 30 June 


1,323,449 

805,964 

Sensitivity Analysis on the Unfunded Accrued Liability 


Liability 


Assumption 

Change 

(Rm) 

% change 

Central assumptions 


1 639 


The effect of movements in the assumptions are as follows: 




General salary inflation 

1% 

1 745 

6% 

General salary inflation 

-1% 

1 544 

-6% 

Average retirement age 

-2 yrs 

1 362 

-17% 

Average retirement age 

2 yrs 

1.854 

13% 

Withdrawal rates 

-50% 

1,976 

21% 
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SWELLENDAM MUNICIPALITY 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 


4.3 Retirement funds 


2011 2010 

R R 


The Municipality requested detailed employee and pensioner information as well as information on the 
Municipality’s share of the Pension and Retirement Funds’ assets from the fund administrator The fund 
administrator confirmed that assets of the Pension and Retirement Funds are not split per participating 
employer Therefore, the Municipality is unable to determine the value of the plan assets as defined in 
principles adopted from GRAP 25, 


As part of the Municipality’s process to value the defined benefit liabilities, the Municipality requested 
pensioner data from the fund administrator. The fund administrator claim that the pensioner data to be 
confidential and were not willing to share the information with the Municipality Without detailed 
pensioner data the Municipality was unable to calculate a reliable estimate of the accrued liability in 
respect of pensioners who qualify for a defined benefit pension. 

Therefore, although both the Cape Joint Pension Fund and Cape Joint Retirement Fund are defined as 
defined benefit plans, it will be accounted for as defined contribution plans All the required disclosure 
has been made as defined in the principles adopted as per GRAP 25 31 

CAPE JOINT PENSION FUND 


The contribution rate payable is 9% by members and 18% by Council The last actuarial valuation 
performed for the year ended 30 June 2010 revealed that the fund is in an sound financial position with a 
funding level of 100% (30 June 2009 - 100%) Actuarial valuations also determined that there were a 
shortfall in the investment return for the 30 June 2010 financial year. 


Contributions paid recognised in the Statement of Financial Performance - 33,699 


CAPE JOINT RETIREMENT FUND 

The contribution rate payable is 9% by members and 18% by Council The last actuarial valuation 
performed for the year ended 30 June 2010 revealed that the fund is in a sound financial position with a 
funding level of 100.3% (30 June 2009 - 103 3%) 

Contributions paid recognised in the Statement of Financial Performance 

2,199,506 

1,663 473 

DEFINED CONTRIBUTION FUNDS 

Council contribute to the Municipal Council Pension Fund and SAMWU National Provident Fund which 
are defined contribution funds The retirement benefit fund is subject to the Pension Fund Act, 1956, with 
pension being calculated on the pensionable remuneration paid. Current contributions by Council are 
charged against expenditure on the basis of current service costs 



Contributions paid recognised in the Statement of Financial Performance 

Municipal Councillors Pension Fund 

164,747 

209,873 

SAMWU National Provident Fund 

1,529,696 

1.360,736 


1.694,443 

1,570,609 

NON-CURRENT PROVISIONS 

Provision for Rehabilitation of Landfill-sites 

- 

- 

Total Non-current Provisions 

- 

- 


The municipality operates one landfill site that is situated in Swellendam 

Exemptions taken according to Directive 4 - Transitional Provisions for Medium and Low Capacity 
Municipalities Refer to Note 49 1 
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SWELLENDAM MUNICIPALITY 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 


6 


7 


8 



2011 

2010 

CONSUMER DEPOSITS 

R 

R 

Water & Electricity 

1,014,363 

945,399 

Total Consumer Deposits 

1,014,363 

945,399 

Guarantees held in lieu of Electricity and Water Deposits 

The fair value of consumer deposits approximate their carrying value. Consumer deposits does not 
attract interest 

' = 

- 


CURRENT EMPLOYEE BENEFITS 



Post Retirement Benefits - Refer note 4 1 

470,724 

465,180 

Long Service Bonuses - Refer note 4 2 

315,918 

82,173 

Cape Joint Pension Fund - Shortfall in earnings 

215,906 

215.906 

Bonuses 

815,155 

783,056 

Staff Leave 

2,077,386 

1,897,111 

Total Current Employee Benefits 

The movement in current employee benefits are reconciled as follows 

3,895,089 

3,443,426 


Bonuses 

Balance at beginning of year 

783.056 

. 

Contribution to current portion 

1.673,075 

2,161,416 

Expenditure incurred 

(1,640,976) 

(1,378,360) 

Balance at end of year 

Bonuses are being paid to all municipal staff, excluding section 57 Managers The balance at year end 
represents the portion of the bonus that have already vested for the current salary cycle There is no 
possibility of reimbursement. 

815,155 

783,056 

Staff Leave 

Balance at beginning of year 

1,897,111 

1,794,301 

Contribution to current portion 

301,216 

251,990 

Expenditure incurred 

(120,941) 

(149,180) 

Balance at end of year 

Staff leave accrue to employees according to a collective agreement. Provision is made for the full cost 
of accrued leave at reporting date. This provision will be realised as employees take leave There is no 
possibility of reimbursement. 

2,077,386 

1,897,111 

Cape Joint Pension Fund - Shortfall in earninas 

Balance at beginning of year 

215,906 

215,906 

Balance at end of year 

215,906 

215,906 

PROVISIONS 

Provision for Rehabilitation of Landfill-sites 

- 

- 

Total Current Provisions 

- 

- 


Exemptions taken according to Directive 4 - Transitional Provisions for Medium and Low Capacity 
Municipalities. Refer to Note 49 1 
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SWELLENDAM MUNICIPALITY 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 


2011 2010 

R R 


9 PAYABLES FROM EXCHANGE TRANSACTIONS 


Trade Payables 

4,656,988 

11,256,653 

Balance previously reported 

Correction of error - Refer to note 32 03 


1 1 ,205,090 
51,563 

Accrued interest 

Other Deposits 

Payments received in advance 

Pre-Paid Electricity 

Retentions and Guarantees 

719,945 

364,989 

222,553 

2.191,489 

46,909 

57,950 

616,476 

170,808 

1,562,810 

Balance previously reported 

Correction of error - Refer to note 32 03 


1.562,810 

Other payables 

6.790,492 

3.902,776 

Balance previously reported 

Correction of error - Refer to note 32 03 


4,409,716 

(1,252,315) 

Total Trade Payables 

14,946,456 

17,614,382 

Payables are being paid within 30 days as prescribed by the MFMA Payables are being recognised net 
of any discounts 



UNSPENT CONDITIONAL GOVERNMENT GRANTS AND RECEIPTS 



Unspent National and Provincial Government Grant 

Less Unpaid National and Provincial Government Grant 

11,186,375 

40 237,785 
(544,885) 

Total Conditional Grants and Receipts 

11,186,375 

39,692,900 

Reconciliation of Unspent Government Grants and Receipts 

Balance previously reported 

Correction of error - Refer to note 32.04 


40,164,698 

(471,798) 

39,692,900 

See appendix "D" for reconciliation of grants from other spheres of government The municipality 
complied with the conditions attached to all grants received to the extent of revenue recognised No 
grants were withheld 



TAXES 



VAT RECEIVABLE 



VAT Receivable 

2,888,684 

354,606 

Balance previously reported 

Correction of error - Refer to note 32.07 


249,038 

(1.568) 

Total VAT receivable 

2,888,684 

354,606 


VAT IS receivable and payable on the cash basis 
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SWELLENDAM MUNICIPALITY 








SWELLENDAM MUNICIPALITY 




Balance previously reported 158,737,168 28,958,861 - 187,696,030 68,494,916 9,698.608 - 78,193,524 109,502,506 

Correction of error - Refer to note 32 01 (6,704,861) 3,494,046 (1,410,636) (4,621,451) (3,200,249) (1,158,326) (1,410,636) (5,769,211) 1,147,760 

152 , 032,308 32 , 452,907 ( 1 , 410 , 636 ) 183 , 074,579 65 , 294,668 8 , 540,283 ( 1 , 41 0 , 636 ) 72 , 424,313 110 , 650,266 
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SWELLENDAM MUNICIPALITY 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 



2011 

2010 


R 

R 

INVESTMENT PROPERTY 



Net Carrying amount 

2,508,635 

2,508,635 

Cost 

2.508,635 

2.508.635 

Accumulated Depreciation 

- 

- 


Exemptions taken according to Directive 4 - Transitional Provisions for Medium and Low Capacity 
Municipalities. Refer to Note 49 3 


There are no restrictions on the realisability of Investment Property or the remittance of revenue and 
proceeds of disposal 


There are no contractual obligations to purchase, construct or develop investment property or for repairs, 
maintenance or enhancements 


14 INTANGIBLE ASSETS 

Computer Software 


Net Carrying amount at 1 July 
Cost 

Balance previously reported 
Correction of error - Refer to note 32 02 

Accumulated Amortisation 

Balance previously reported 
Correction of error - Refer to note 32.02 

Acquisitions 

Amortisation 

Balance previously reported 
Correction of error - Refer to note 32.02 

Net Carrying amount at 30 June 
Cost 

Accumulated Amortisation 


677,547 

353,336 

1,609,062 

1.071,024 

252,193 

818,830 

(931,515) 

(717,687) 

(192,417) 

(525,270) 

108 586 

538 038 

(213.306) 

(213.827) 

(115,974) 

(97,853) 

572,827 

677,547 

1,717,648 

1,609,062 

(1 144.821) 

(931,515) 


Exemptions taken according to Directive 4 - Transitional Provisions for Medium and Low Capacity 
Municipalities Refer to Note 49 4 

No intangible asset were assessed having an indefinite useful life 

There are no intangible assets whose title is restricted 

There are no intangible assets pledged as security for liabilities 

There are no contractual commitments for the acquisition of intangible assets 


15 LONG-TERM RECEIVABLES 


Plots sold 

55,038 

55,038 

Capital Individual Loans 

2.878 

4.192 

Housing Loan Scheme 

582.657 

645,106 


640.574 

704,337 

Less: Current portion transferred to current receivables 

65,126 

59.916 

Capital Individual Loans 

707 

1.354 

Housing Loan Scheme 

64,419 

58.563 


575,448 

644,421 

Less: Provision for Impairment of Long Term Receivables 

- 

- 

Total Long Term Receivables 

575,448 

644,421 
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SWELLENDAM MUNICIPALITY 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 


PLOTS SOLD 

Plots loans are not granted to officials of the municipality The outstanding amount relates to prior years 
plot loans to the public of Suurbraak and is still collectable Public plot loans attract interest at average 
7% per annum and which are repayable over a maximum period of 20 years. These loans are redeemed 
June 2013. The public plot loans are secured over the asset. 

CAPITAL INDIVIDUAL LOANS 

Sport organisation individual loans are not granted to officials of the municipality The outstanding 
amount relates to prior year loans to Sport organisations and are still collectable Sport organisation 
individual loans attract interest at average 6.5% per annum and which are repayable over a maximum 
period of 10 years. These loans are redeemed June 2013. The capital individual loans are secured over 
the improvement of municipal sport facilities. 

HOUSING LOAN SCHEME 

The outstanding amount relates to prior years and is still collectable Housing loans attract interest at 
average 7% per annum and which are repayable over a maximum period of 20 years These loans are 
redeemed June 2013 The housing loans are secured over the asset 

2011 2010 

R R 

16 INVENTORY 


Consumable Stores - Stationery and materials - At cost 

Balance previously reported 

Correction of error - Refer to note 32.05 

976.061 

487,804 

465,177 

22,626 

Water - at cost 

- 

- 

Total Inventory 

Exemptions taken according to Directive 4 - Transitional Provisions for Medium and Low Capacity 
Municipalities Refer to Note 49.5 

976,061 

487,804 

RECEIVABLES FROM EXCHANGE TRANSACTIONS 

Electricity 

9,028.113 

5,396,130 

Water 

6,880.914 

6 381,971 

Refuse 

5.023.594 

4 044,097 

Sewerage 

7,147.152 

6.085.142 

Rentals 

255,134 

231,195 

Sundry Receivables 

6,007.121 

4.712,241 

Total Receivables from Exchange Transactions 

34,342,028 

26,850,775 

Less: Allowance for Doubtful Debts 

(24,389,977) 

(19.160.953) 

Total Net Receivables from Exchange Transactions 

9,952,050 

7,689,822 
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SWELLENDAM MUNICIPALITY 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 


Ageing of Receivables from Exchange Transactions 

2011 

2010 

(Electricilv): Aaeina 

R 

R 

Current (0 - 30 days) 

3,637,269 

1.026,894 

31 - 60 Days 

824,929 

737,580 

61 - 90 Days 

356,579 

294.581 

+ 90 Days 

4.209,336 

3,337.075 

Total 

9 , 028,113 

5 , 396,130 

(Water): Aaeina 

Current (0 - 30 days) 

748,263 

757,675 

31 - 60 Days 

323,397 

258,772 

61 - 90 Days 

291.047 

249.092 

+ 90 Days 

5,518,208 

5 116.432 

Total 

6 , 880,914 

6 , 381,971 

(Refuse): Aaeina 

Current (0 - 30 days) 

440,481 

(129,077) 

31 - 60 Days 

278,223 

214321 

61 - 90 Days 

202,211 

158.252 

+ 90 Days 

4 102 679 

3,800.600 

Total 

5 , 023,594 

4 , 044,097 

(Seweraae): Aaeina 

Current (0 - 30 days) 

610,848 

(262,940) 

31 -60 Days 

371.031 

266,214 

61 -90 Days 

235,503 

189.993 

+ 90 Days 

5,929.770 

5,891.875 

Total 

7 , 147,152 

6 , 085,142 

(Rentals): Aaeina 

Current (0 - 30 days) 

9,985 

2,483 

31 - 60 Days 

7,689 

6,069 

61 - 90 Days 

5,742 

5,360 

+ 90 Days 

231,718 

217,284 

Total 

255,134 

231,195 

(Sundrv): Aaeina 

Current (0 - 30 days) 

816,231 

3,728,692 

31 - 60 Days 

470.828 

19,034 

61 - 90 Days 

246.314 

166,828 

+ 90 Days 

4.473,748 

797,687 

Total 

6 , 007,121 

4 , 712,241 

(Total): Aaeina 

Current (0 - 30 days) 

6,263,076 

5.123.727 

31-60 Days 

2.276.096 

1.501,991 

61-90 Days 

1,337,395 

1.064.105 

+ 90 Days 

24,465,460 

19,160,953 

Total 

34,342,028 

26 , 850,776 
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SWELLENDAM MUNICIPALITY 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 


2011 2010 

R R 

Reconciliation of Provision for Bad Debts 


Balance at beginning of year 

19,160,953 

20,366,642 

Contribution to provision 

5,229,025 

4,175 148 

Bad Debts Written Off 

- 

(5,380,838) 

Balance at end of year 

24,389,977 

19,160,953 

Concentrations of credit risk with respect to trade receivables are limited due to the municipality s large 
number of customers. The municipality's historical experience in collection of trade receivables falls 
within recorded allowances Due to these factors, management believes that no additional risk beyond 
amounts provided for collection losses is inherent in the municipality's trade receivables 



RECEIVABLES FROM NON-EXCHANGE TRANSACTIONS 




Rates 

16,153,142 

12,978,928 

Accrued interest 


40,855 

Balance previously reported 


- 

Correction of error - Refer to note 32.06 


40,855 

Other Receivables 

4,248,437 

4,456,272 

Balance previously reported 


7,508,512 

Correction of error - Refer to note 32 06 


(3,052,240) 

Total Receivables from Non-Exchange Transactions 

20,401,579 

17,476,055 

Less Allowance for Doubtful Debts 

(13,513,332) 

(11,906,499) 

Total Net Receivables from Non-Exchange Transactions 

6,888,248 

5,569,556 

Ageing of Receivables from Non-Exchange Transactions 



(Rates): Aaeina 

Current (0 - 30 days) 

1,352,647 

485,066 

31 - 60 Days 

775,880 

197,936 

61 - 90 Days 

511,284 

161,599 

+ 90 Days 

13,513,332 

12,134,326 

Total 

16,153,142 

12,978,928 

Reconciliation of Provision for Bad Debts 

Balance at beginning of year 

11,906,499 

8,442,865 

Contribution to provision 

1,606,832 

4,478,166 

Bad Debts Written Off 

- 

(1,014,532) 

Balance at end of year 

13,513,332 

11,906,499 

Concentrations of credit risk with respect to trade receivables are limited due to the municipality's large 
number of customers The municipality s historical experience in collection of trade receivables falls 
within recorded allowances Due to these factors, management believes that no additional risk beyond 
amounts provided for collection losses is inherent in the municipality s trade receivables 

OPERATING LEASE ARRANGEMENTS 



The Municipality as Lessor 

Operating lease asset 

1.498 

1,134 


1.498 

1,134 


Balance on 1 July 

1,134 

583 

Operating Lease Asset for the current year 

363 

552 

Balance on 30 June 

1,498 

1,134 
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SWELLENDAM MUNICIPALITY 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 



2011 

2010 

At the Statement of Financial Position date, where the municipality acts as a lessor under operating 
leases, it will receive operating lease income as follows; 

R 

R 

Up to 1 Year 

20,138 

31,610 

1 to 5 Years 

38,056 

26,293 

More than 5 Years 

34,349 

12,101 

Total Operating Lease Arrangements 

This lease income was determined from contracts that have a specific conditional income 

The leases are in respect of land and buildings being leased out for periods ranging until 2020 

CASH AND CASH EQUIVALENTS 

92,543 

70,004 

Assets 

Call Investments Deposits 

13,579.395 

35.885,631 

Primary Bank Account 

2,100.097 

1,990,995 

Cash Floats 

1,900 

1,900 

Total Cash and Cash Equivalents - Assets 

Cash and cash equivalents comprise cash held and short term deposits. The carrying amount of these 
assets approximates their fair value 

The municipality has the following bank accounts: 

Current Accounts 

First National Bank - Swellendam - Account Number 53840005730 (Primary Account) 

ABSA - Barrydale - Account Number 2390560039 

15,681,392 

37,878,525 

Current Accounts 

Cash book balance at beginning of year 

1.990,995 

182,675 

Cash book balance at end of year 

2,100,097 

1.990,995 

Bank statement balance at beginning of year 

6,356,624 

12.976,520 

Bank statement balance at end of year 

Call Investment Deposits 

14,498,324 

6.356,624 

Call investment deposits consist out of the following accounts 

ABSA Bank -9210656329 

4,522,836 

1.073.903 

ABSA Bank - 9243287242 

- 

8,081 764 

BOE Bank - 7881000058 

18.413 

8,082436 

Standard Bank - 28880069918 

4,522.825 

11,317,761 

First National Bank - 62262532560 

- 

6.065.382 

First National Bank - 62146456745 

- 

1,264,384 

First National Bank - 62312407564 

4,515.321 

- 

PROPERTY RATES 

13,579.395 

35,885,631 

Actual 

Rateable Land and Buildings 

25.433,781 

19,124,651 

Less: Income Foregone - Rates 

(6,033 482) 

(480,094) 

Total Assessment Rates 

19,400,299 

18,644,557 
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Valuations - 1 JULY 2009 
Rateable Land and Buildings 


Rural Areas 

1.573,474,369 

1.573,474,369 

Residential Areas 

3.194,124,739 

3,194,124,739 

Commercial and Industrial Areas 

259,441,000 

259,441,000 

Government and municipal 

104,210,500 

104,210,500 

Building Clause 

2,540,806 

2,540,806 

Total Assessment Rates 

5,133,791,414 

5,133,791,414 

Rates are levied annually and monthly Monthly rates are payable by the 7th of the following month and 
annual rates are payable before 30 September. Interest is levied at the prime rate plus 1% on 
outstanding monthly rates 

Rebates can be defined as any income that the Municipality is entitled by law to levy, but which has 
subsequently been forgone by way of rebate or remission. 

2011 

2010 


R 

R 

GOVERNMENT GRANTS AND SUBSIDIES 

Unconditional Grants 

15,267,066 

12,151,455 

Equitable Share j 

15.267,066 

12,151.455 

Conditional Grants 

40,826,111 

23,348,242 

Upgrade Library Barrydale 

- 

3.790 

Vegetable Project - Barrydale 

6.592 

12,154 

Flood damage 

29,314,623 

3,661,218 

MIG - Municipal Infrustructure Grant 

7,311,893 

8,412.438 

Financial Management Grant 

3,000,000 

3,076.290 

Housing Project 

276,483 

5,418.593 

Multi-purpose Centrum 

- 

501,182 

National Electrification Program 

- 

937,719 

Library Services 

300,000 

331.369 

Community Development Workers 

- 

96,000 

MSIG - Municipal Systems Improvement Grant 

616,519 

868.481 

EMP Railton Erf 5269 

- 

29,007 

Total Government Grants and Subsidies 

56,093,177 

35,499,697 

Government Grants and Subsidies - Capital 

34 702,761 

16,963.447 

Government Grants and Subsidies - Operating 

21 390,416 

18,536,250 


56,093,177 

35,499,697 

The municipality does not expect any significant changes to the level of grants (except for the Flood damage grant) 


Equitable share 

Opening balance 

- 

. 

Grants received 

15.267 066 

12,151,455 

Conditions met - Operating 

(15,267,066) 

(12,151,455) 

Conditions still to be met 

- 

- 

The Equitable Share is the unconditional share of the revenue raised nationally and is being allocated in 
terms of Section 214 of the Constitution (Act 108 of 1996) to the municipality by the National Treasury 



Finance Management Grant (FMG) 

Opening balance 

. 

326,290 

Grants received 

3,000.000 

2.750,000 

Conditions met - Operating 

(3,000 000) 

(2.915,972) 

Conditions met - Capital 

- 

(160.318) 

Conditions still to be met 

- 

- 


The Financial Management Grant is paid by National Treasury to municipalities to help implement the 
financial reforms required by the Municipal Finance Management Act (MFMA), 2003 The FMG Grant 
also pays for the cost of the Financial Management Internship Programme (e g salary costs of the 
Financial Management Interns) 
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22.3 


22.4 


22.5 


22.6 


22.7 


22.8 


Municipal Systems Improvement Grant (MSIG) 

Opening balance 
Grants received 
Conditions met - Operating 
Conditions met - Capital 

Grant expenditure to be recovered 

The MSIG was used for building in-house capacity to perform municipal functions and stabilise 
institutional and governance systems. 

Municipal Infrastructure Grant (MIG) 

Opening balance 
Grants received 
Conditions met - Operating 
Conditions met - Capital 

Conditions still to be met 

The grant was used to upgrade infrastructure in the municipal area 

Housing Grants 

Opening balance 
Grants received 
Conditions met - Operating 
Conditions met - Capital 

Conditions still to be met 

Housing grants was utilised for the development of erven and the erection of top 
structures/infrastructure 

Integrated National Electrification Grant 

Opening balance 
Grants received 
Conditions met - Capital 

Grant expenditure to be recovered 

The National Electrification Grant was used for electrical connections in previously disadvantaged areas 


Flood Damage 

Opening balance 
Grants received 
Conditions met - Operating 
Conditions met - Capital 

Conditions still to be met 

The grant is utilised to upgrade and repair infrastructure damaged by floods. 


Other Grants 

Opening balance 
Grants received 
Interest on investments 
Conditions met - Operating 
Conditions met - Capital 

Conditions still to be met 


2011 

2010 

R 

R 


(133,481) 

- 

750,000 

735,000 

(616.519) 

(720.420) 

- 

(148,061) 

(133,481) 


2.270,701 

1,997.019 

5.625,000 

8,686.120 

(381 250) 

(334,150) 

(6,930,643) 

(8.078,288) 

583,807 

2,270,701 


326,476 

33,622 

2,229.371 

5 711,447 

(276,483) 

(1,168,283) 

- 

(4,250,310) 

2,279,364 

326.476 


(411,404) 

- 

411,404 

526 316 

- 

(937,719) 

(411,404) 


37 250 480 

3,920.698 

- 

36,991.000 

(1 542,506) 

(819.356) 

(27.772,117) 

(2,841,862) 

7,935.857 

37,250.480 


390,128 

977.585 

300,000 

377.382 

3.812 

8.663 

(306,592) 

(426.614) 

- 

(546.889) 

387,347 

390,128 


Various grants were received from other spheres of government (e g Library fund) 
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22.9 Total Grants 

Opening balance 
Grants received 
Interest on investments 
Conditions met - Operating 
Conditions met - Capital 

Conditions still to be met 
Disclosed as follows 

Unspent Conditional Government Grants and Receipts 
Unpaid Conditional Government Grants and Receipts 


23 SERVICE CHARGES 

Electricity 

Water 

Refuse removal 

Sewerage and Sanitation Charges 
Other 

Less Income Foregone - Services 
Total Service Charges 


24 OTHER REVENUE 

Building Plans 
Development Contribution 
Hawkers Fees 
Rezoning 
Transaction Costs 
Other 

Total Other Income 


25 EMPLOYEE RELATED COSTS 

Employee related costs - Salaries and Wages 

Employee related costs - Contributions for UIF, pensions and medical aids 

Travel, motor car, accommodation subsistence and other allowances 

Housing benefits and allowances 

Overtime Payments 

Long Service Awards 

Bonus 

Staff Leave 

Total Employee Related Costs 


2011 

2010 

R 

R 


39,692,900 

7 255,214 

27,582,840 

67.928,720 

3,812 

8,663 

(21.390,416) 

(18,536,250) 

(34,702,761) 

(16,963,447) 

11,186,375 

39,692,900 


11,186.375 

40,237.785 

(544.885) 

11,186,375 

39,692,900 


37,120,322 

28,580.729 

7,022,533 

7,231,545 

5,658,743 

5,049,726 

9,779,215 

8,419,934 

13,529 

14.442 

59,594.343 

49,296,376 

(3,016,979) 

(3,201,612) 

56,577,364 

46,094,764 


480,002 

517,575 

62,792 

185,081 

49,985 

49,872 

140,638 

204,873 

233,356 

194,163 

966,774 

1,151,564 


24,818,070 

23,869.316 

5,785,442 

5,201,834 

2,716,026 

2,052,018 

213,250 

230,109 

2,596,214 

2,010,914 

102,673 

84,988 

1,673,075 

2,161,416 

301,216 

251,990 

38,205,966 

35,862,586 


Page 47 



SWELLENDAM MUNICIPALITY 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 


2011 2010 


KEY MANAGEMENT PERSONNEL 

Municipal Manager is appointed on a 5-year and all other Directors on a 5-year fixed contract There are 
no post-employment or termination benefits payable to them at the end of the contract period 

REMUNERATION OF KEY MANAGEMENT PERSONNEL 

R 

R 

Remuneration of the Municipal Manager 

Salary and Bonus 

571,386 

554,155 

Travel Allowance 

121,193 

130,439 

Group Insurance 

- 

5.434 

Industrial Council 

37 

15 

Pension 

72 867 

83,093 

SDL 

6,496 

4,172 

UIF 

1,310 

1,373 

Medical 

36,942 

30,502 

Total 

810,231 

809,183 

Remuneration of the Director Community Services 

Salary and Bonus 

542,786 

541,596 

Travel Allowance 

172,504 

132,451 

Industrial Council 

49 

45 

SDL 

6,970 

6,317 

UIF 

1,497 

1,497 

Medical 

34,495 

26,011 

Total 

758,301 

707,917 

Remuneration of the Director Corporate Services 

Salary and Bonus 

- 

202,961 

Travel Allowance 

- 

54,000 

Pension 

- 

27.300 

SDL 

- 

652 

UIF 

- 

624 

Medical 

- 

14.568 

Total 


300,105 


Remuneration of the Director Engineering Services 

Salary and Bonus 

575,292 

521,135 

Travel Allowance 

149.271 

150,358 

Industrial Council 

49 

45 

SDL 

7232 

6,433 

UIF 

1,497 

1,497 

Medical 

25,222 

23,440 

Total 

758,563 

702,908 


Remuneration of the Director Financial Services 

Salary and Bonus 

372,668 

361,135 

Travel Allowance 

117,000 

110,013 

Group Insurance 

- 

10,318 

Industrial Council 

37 

30 

SDL 

4 421 

4,342 

Pensioen 

72,670 


UIF 

1 123 

998 

Total 

567,919 

486,836 
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2011 

2010 


R 

R 

REMUNERATION OF COUNCILLORS 

Executive Mayor allowance 

473 843 

519.682 

Deputy Executive Mayor allowance 

251.646 

228.659 

Speaker allowance 

432 864 

415.744 

Member of Mayoral Committees' allowance 

356 984 

389,760 

Part Time Councillors' allowance 

958 269 

913,828 

Total Councillors' Remuneration 

In-kind Benefits 

The Executive Mayor and all the committee members are full-time Councillors The Mayor is provided 
with secretarial support and an office at the cost of the Council 

2.473,607 

2,467,673 

DEBT IMPAIRMENT 

Receivables from exchange transactions - Note 17 

5,229,025 

4.175,148 

Receivables from non-exchange transactions - Note 18 

1.606,832 

4,478,166 

Total Contribution to Debt Impairment Provision 

6,835,857 

8,653,315 

FINANCE CHARGES 

Long-term Liabilities 

4,025,232 

1,772,702 

Finance leases 

14,082 

76.287 

Post Employment Health 

540,244 

549.588 

Long service awards 

76,012 

68.004 

Total finance charges 

4,655,570 

2,466,580 

BULK PURCHASES 

Electricity 

22,786,713 

16.672 706 

Total Bulk Purchases 

22,786,713 

16,672,706 


30 


31 


GRANTS AND SUBSIDIES PAID 


Swellendam Tourism 

1,100,000 

300,000 

Lower Breeds River Conservancy 

150,000 

- 

Total Grants and Subsidies 

1,250,000 

300,000 


GENERAL EXPENSES 



Contractor Fees 

223.858 

734,576 

Audit Fees 

729 646 

1 845,937 

Machinery Hire 

386 335 

809,568 

Material & Stock 

971.378 

1,141,262 

New Connections 

351.332 

322,086 

Postage 

440.677 

408,413 

Stationery and Printing 

479.900 

375,725 

Subsistence and Travel 

461,590 

549,863 

Telephone 

1,121,612 

1 401,731 

Workmens Compensation 

258,231 

679,407 

Other 

6,193,181 

4,911,559 

General Expenses 

11,617,739 

13,180,127 
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32 CORRECTION OF ERROR 


2010 

R 


32.01 Property Plant and equipment 
Balance previously reported 

Retentions and guarantees incorrectly not recognised on 30 June 2010 - Refer to note 32 03 
Assets incorrectly not capitalised on 30 June 2010 - Refer to note 32 03 
Capitalise infrastructure incorrectly included in debtors - Refer to note 32 06 
INEG grant expenditure incorrectly capitalised - Refer to note 32 04 

Correction of intangible assets incorrectly included in property plant and equipment (30 June 2009) - Refer to note 32.02 
Capitalise assets incorrectly recognised in income and expenses during 2009/2010 - Refer to note 33 
Remove operating expenditure incorrectly capitalised prior to 30 June 2009 - Refer to note 32.08 
Derecognition of finance leases where the term of the agreement has expired 

Effect on cost 

Effect on accumulated depreciation 

Reallocate accumulated amortisation incorrectly Included in properly plant and equipment - Refer to note 32 02 

Effect on accumulated depreciation on 30 June 2009 
Effect on depreciation for 2009/2010 

Correction of VAT incorrectly capitalised as PPE - Refer to note 32 07 
Correction of accumulated depreciation on 30 June 2009 - Refer to note 32 08 
Write off assets previously incorrectly capitalised - Refer to note 33 
Correction of depreciation during 2009/201 0 - Refer to note 33 


32.02 Intangible Assets 

Balance previously reported 

Correction of intangible assets incorrectly included in property plant and equipment on 30 June 2009 - Refer to note 32.01 
Reallocate accumulated amortisation incorrectly included in property, plant and equipment - Refer to note 32.01 

Effect on accumulated amortisation on 30 June 2009 
Effect on amortisation for 2009/2010 


32.03 Payables from Exchange Transactions 

Balance previously reported 

Payables incorrectly accrued for on 30 June 2010 

Effect on taxes - Refer to note 32.07 

Effect on income and expenses - Refer to note 33 

Retentions and guarantees incorrectly not recognised on 30 June 2010 - Refer to note 32.01 
Retentions incorrectly recognised as other payables 

Effect on other payables 

Effect on retentions and guarantees 

Payables incorrectly included in receivables - Refer to note 32.06 

Assets incorrectly not capitalised on 30 June 2010 - Refer to note 32.01 

Payables incorrectly accrued for on 30 June 2009 - Refer to note 32.08 

Grant receipt incorrectly allocated to payables - Refer to note 32 04 

Retention payment incorrectly allocated to debtor suspense vote - Refer to note 32.06 

Correction of vehicle registration income - Refer to note 33 


32.04 Unspent Government grants and subsidies 
Balance previously reported 

Grant receipt incorrectly allocated to payables - Refer to note 32.03 

INEG grant expenditure and VAT incorrectly not recognised against unspent grant 

Effect on government grants and subsidies - Refer to note 33 
Effect on property plant and equipment - Refer to note 32 01 


32.05 Inventory 

Balance previously reported 

Inventory incorrectly charged out to repairs and maintenance - Refer to note 33 


32.06 Receivables from non-exchange transactions 


109,502,504 

1,537,515 

59,661 

83,988 

(73.584) 

(818.830) 

2.577,351 

(5.778,894) 



(107.136) 

2.674.980 

(690,784) 

1,060.472 

110,650,266 


481,841 

818,830 

(623.123) 



677,547 


16,506,948 

(14,988) 

(1,568) 

(13.420) 

1.537,515 


(54,358) 

54.358 

(1.254.498) 

59,661 

66,552 

(3,120) 

(29,063) 

745,375 

17,614,382 


40,164,698 

3,120 


(474,918) 



39,692,900 


465,177 

22,626 

487,804 


Balance previously reported 8,580,940 

Accrued interest on Nedbank call account incorrectly not recognised - Refer to note 33 40.855 

Payables incorrectly included in receivables - Refer to note 32 03 (1 ,254.498) 

Flood damage expenses incurred prior to 30 June 2009 incorrectly allocated to receivables - Refer to note 32.08 (1 684,691) 

Retention payment incorrectly allocated to debtor suspense vote - Refer to note 32.03 (29,063) 

Capitalise infrastructure incorrectly included in debtors - Refer to note 32.01 (83,988) 


5,569,556 
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32.07 Taxes 


2010 

R 


Balance previously reported 

Payables incorrectly accrued for on 30 June 2010 - Refer to note 32 03 
Correction of VAT Incorrectly capitalised as part of PPE - Refer to note 32.01 


249,038 

(1.568) 

107,136 

354,606 


32.08 Accumulated Surplus 


33 


34 


Payables incorrectly accrued for on 30 June 2009 - Refer to note 32 03 (66,552) 

Flood damage expenses incurred prior to 30 June 2009 incorrectly allocated to receivables - Refer to note 32.06 (1 ,684,691 ) 

Remove operating expenditure incorrectly capitalised to PPE prior to 30 June 2009 - Refer to note 32.01 (5,778,894) 

Correction of accumulated depreciation on 30 June 2009 - Refer to note 32 01 2,674,980 


(4,855,157) 

STATEMENT OF FINANCIAL PERFORMANCE 
Surplus previously reported 

Accrued interest on Nedbank call account incorrectly not recognised - Refer to note 32 06 
Inventory incorrectly charged out to repairs and maintenance - Refer to note 32.05 
Payables Incorrectly accrued for on 30 June 2010 - Refer to note 32.03 

Effect on employee related cost 
Effect on repairs and maintenance 
Effect on general expenses 

Internal charges incorrectly included in income and expenses 

Effect on service charges 
Effect on bulk purchases 
Effect on general expenses 

Income relating to INEG grant expenditure incorrectly not recognised - Refer to note 32 04 401,234 

Reallocate income relating to flood damage expenditure previously expensed, now capitalised 

Effect on Government Grants and Subsidies - Capital 
Effect on Government Grants and Subsidies - Operating 

Vehicle essential costs incorrectly classified 

Effect on employee related costs 
Effect on repairs and maintenance 

Correction of vehicle registration Income - Refer to note 32 03 (745,375) 

Effect on Licences and Permits 
Effect on Agency Services 
Effect on Other Income 

Capitalise assets incorrectly recognised in income and expenses during 2009/2010 - Refer to note 32.01 
Write off assets previously incorrectly capitalised - Refer to note 32.01 
Correction of depreciation during 2009/2010 - Refer to note 32 01 

Total 4,485,415 


2011 2010 

R R 

RECONCILIATION BETWEEN NET SURPLUS/(DEF1CIT) FOR THE YEAR AND CASH GENERATED 
BY OPERATIONS 


Surplus for the year 

23,167,227 

4.485,415 

Adiustments for: 



Depreciation and Amortisation 

8,862,040 

8.754,110 

Gain on disposal of property, plant and equipment 

(183,729) 

- 

Loss on disposal of property, plant and equipment 

22,918 

- 

Debt Impairment 

6,835,857 

8.653,315 

Bad debts written off 

- 

(6,395,370) 

Contribution to staff leave 

301,216 

251,990 

Staff leave expenditure incurred 

(120.941) 

(149.180) 

Contribution to bonus provision 

1.673,075 

2,161,416 

Bonuses paid 

(1.640.976) 

(1.378,360) 

Contribution to employee benefits (Long Service awards and Post Retirement Health) 

718.929 

702,580 

Expenditure incurred on Long Service awards and Post Retirement Health 

(619.509) 

(597,700) 

Actuarial Losses 

1,119,829 

73,828 

Operating lease income accrued 

(363) 

(552) 

Operating surplus before changes in working capital 

40.135.573 

16.561,492 

Changes in working capital 

(44,613,563) 

35,565.640 

lncrease/( Decrease) in Payables for Exchange Transactions 

(2.667.926) 

6.475,900 

lncrease/(Decrease) in Unspent Conditional Government Grants and Receipts 

(29.051,409) 

32,982.571 

lncrease/(Decrease) in Taxes 

(2.534,078) 

447.895 

Increase in Inventory 

(488,258) 

(300.030) 

Increase in Receivables 

(10416,777) 

(3,495.812) 

{ Increase )/Decrease in Unpaid Conditional Government Grants and Receipts 

544,885 

(544.885) 

Cash generated/(absorbed) by operations 

(4,477,990) 

52,127,132 


(61.912) 

(370,314) 

(313,149) 

2,577,351 
(690,784) 
1,060 472 


(1,026,680) 

1,026,680 


2,841,862 

(2.841,862) 


(3.075,083) 

331,952 

2,743,131 


1,805,616 

40,855 

22.626 

13.420 

300 

1,700 

11.420 
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35 CASH AND CASH EQUIVALENTS 

Cash and cash equivalents included in the cash flow statement comprise the following: 


2011 2010 

R R 


Call Investments Deposits - Note 20 
Cash Floats - Note 20 
Bank - Note 20 


Total cash and cash equivalents 


1,900 

2,100.097 


1,900 

1,990,995 


36 RECONCILIATION OF AVAILABLE CASH AND INVESTMENT RESOURCES 
Cash and Cash Equivalents - Note 35 

Less: 

Unspent Committed Conditional Grants - Note 10 
Resources available for working capital requirements 

37 UTILISATION OF LONG-TERM LIABILITIES RECONCILIATION 
Long-term Liabilities - Note 3 

Used to finance property, plant and equipment - at cost 



38.728,717 17,618,900 

(38.728,717) (17,618 900) 


Cash set aside for the repayment of long-term liabilities 
Cash invested for repayment of long-term liabilities 

Long-term liabilities have been utilized in accordance with the Municipal Finance 
Management Act 

38 BUDGET COMPARISONS 



2011 

2011 

2011 

2011 


R 

R 

R 



(Actual) 

(Budget) 

(Variance) 

(%) 

Income by Vote 





Executive & Council 

23.081,897 

21.279.797 

1,802,100 

8% 

Budget & Treasury 

9,113,491 

9,393.368 

(279.877) 

(3%) 

Corporate Services 

1.500,098 

1,108 758 

391,340 

35% 

Planning & Development 

1,442,117 

2,449,996 

(1,007,879) 

(41%) 

Community & Social Services 

496,858 

475,490 

21,367 

4% 

Public Safety 

3.377.943 

4,207.550 

(829,607) 

(20%) 

Sport & Recreation 

640,964 

544.300 

96,664 

18% 

Waste Management 

5.681,757 

4,500.300 

1,181,457 

26% 

Waste Water Management 

17.270,993 

7.970,842 

9.300,151 

117% 

Road Transport 

29.318,123 

166.000 

29.152,123 

17562% 

Water 

13.160,694 

13,040,709 

119,985 

1% 

Electricity 

43,161,706 

44,316,907 

(1,155,201) 

(3%) 

Less Inter-Departmental Charges 

(7,179.087) 

(4,827,195) 

(2.351,892) 

49% 


141,067,552 

104,626,822 

36,440,730 

35% 
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2011 

2011 

2011 

2011 


R 

R 

R 



(Actual) 

(Budget) 

(Variance) 

(%) 

Expenditure by Vote 





Executive & Council 

9,420 525 

8.567,208 

853,317 

10% 

Budget & Treasury 

19.848.851 

10,203,519 

9,645,332 

95% 

Corporate Services 

8,921.745 

9,162,036 

(240.291) 

(3%) 

Planning & Development 

6.081,465 

8,225,934 

(2,144,469) 

(26%) 

Community & Social Services 

3,626,514 

3,646,229 

(19,715) 

(1%) 

Public Safety 

4,293,903 

5.022.633 

(728,730) 

(15%) 

Sport & Recreation 

5,189,815 

5,640 149 

(450,334) 

(8%) 

Waste Management 

4.174,708 

3,620.552 

554 156 

15% 

Waste Water Management 

5.864,627 

5.291,529 

573,098 

11% 

Road Transport 

13.138,386 

8205,931 

4 932 455 

60% 

Water 

10,628,577 

8.892,710 

1,735 867 

20% 

Electricity 

33,890,297 

32.974.587 

915.710 

3% 

Less Inter-Departmental Charges 

(7,179,087) 

(4,827,195) 

(2,351,892) 

49% 


117,900,325 

104,625,822 

13,274,503 

13% 

Surplus for the year 

23,167,227 

1,000 

23,166,227 



2011 

2011 

2011 

2011 


R 

R 

R 



(Actual) 

(Budget) 

(Variance) 

(%) 

Capital expenditure by vote 





Executive & Council 

26,310 

. 

26,310 

100% 

Budget & Treasury 

209,009 

700,000 

(490.991) 

(70%) 

Corporate Services 

804,995 

11.242,000 

(10.437,005) 

(93%) 

Planning & Development 

232.337 

59,000 

173,337 

294% 

Community & Social Services 

146,613 

229,668 

(83 055) 

(36%) 

Public Safety 

570.476 

743.924 

(173 448) 

(23%) 

Sport & Recreation 

1,104,708 

1,906,988 

(802,280) 

(42%) 

Waste Management 

1,651.886 

2,184,555 

(532,669) 

(24%) 

Waste Water Management 

6,599 088 

19.171,250 

(12,572.162) 

(66%) 

Road Transport 

26,307 448 

47.136,778 

(20,829,330) 

(44%) 

Water 

1,464,565 

1.707,972 

(243,407) 

(14%) 

Electricity 

27.983 

1,089,000 

(1,061,017) 

(97%) 


39,145,416 

86,171,135 

(47,025,719) 


UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL EXPENDITURE AND OTHER NON- 



COMPLIANCE 








2011 

2010 

Unauthorised expenditure 



R 

R 

Reconciliation of unauthorised expenditure: 





Opening balance 



31,761.126 

13.079,210 

Unspent grant funding utilised in operarating expenditure - 

- Refer to note 36 


- 

2419,654 

Unauthorised expenditure current year - capital - Refer to note 38.3 


199,647 

- 

Unauthorised expenditure current year - operating - Refer to note 38.2 


19,209,934 

16,262.261 

Unauthorised expenditure awaiting authorisation 



51,170,706 

31,761,126 


Incident 

Disciplinary steps/criminal proceedings 

Over expenditure on votes 

None 
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Fruitless and wasteful exoenditure 


2011 

R 

2010 

R 

Reconciliation of fruitless and wasteful expenditure 



Opening balance 

Fruitless and wasteful expenditure current year 

Condoned or written off by Council 

Not yet transfer to receivables for recovery - Condoned by Council 

1,174,966 

1,762,029 

1,174,966 

Fruitless and wasteful expenditure awaiting condonement 

2,936,996 

1,174,966 

Incident 

Disciplinary steps/criminal proceedings 



Municipal Manager placed on 
compulsory leave as from 30 July 2010 
pending an investigation following 
allegations of misconduct, and was 
subsequently found not guilty 

Referred to council for further action in terms of 

Section 32 of MFMA 

1,762,029 


Syntell (Pty) Ltd 

Referred to council for further action in terms of 

Section 32 of MFMA. 


675,000 

JC Fumigation & Pest Control 

Referred to council for further action in terms of 

Section 32 of MFMA. 


194,769 

Printmore Trust 

Referred to council for further action in terms of 

Section 32 of MFMA. 


12,633 

Bargaining Council 

Referred to council for further action in terms of 

Section 32 of MFMA. 


10,756 

Quadrix Asset Management 

Referred to council for further action in terms of 

Section 32 of MFMA 


281,808 



1,762,029 

1,174,966 

Irreaular expenditure 




Reconciliation of irregular expenditure: 




Opening balance 

Irregular expenditure current year 

Condoned or written off by Council 


4,439,890 

110,350 

2,333,004 

2,106,887 

Irregular expenditure awaiting condonement 


4,550,240 

4,439,890 





Incident 

Disciplinary steps/criminal proceedings 



Moving Violation System (Coastal) - No 

Valid contract in place 

None 


94,167 

Adenco Construction (Pty) Ltd - /Awards to 
persons in service of the state 

None 

110,350 

2,012,720 



110,350 

2.106,887 


During audit procedures performed on procurement of quotations 


Below R200 000: from a sample of 9 suppliers, 1 quotation was found that did not declare whether or not 
any of its directors, managers, principal shareholders or stakeholder his spouses, children or parents 
are employed in the services of the state in the previous 12 months 

Between R 10 000- R 30 000: 8 out of 9 suppliers that were selected and tested did not declare whether 
or not any of its directors, managers, principal shareholders or stakeholder, his spouses children or 
parents are employed in the services of the state in the previous 12 months. 


There is a possibility that payments could have been made to organisations where its directors 
managers, principal shareholders or stakeholder, his spouses, children or parents were employed in the 
services of the state in the previous 12 months which would have resulted in Irregular Expenditure 
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40 


Material Distribution Losses 

2011 

2010 

Water distribution losses 



- Kilo litres purified 

1,600.429 

1.556,234 

- Kilo litres consumed 

1.141.914 

1.265.829 

- Kilo litres lost during distribution 

458,515 

290,405 

- Percentage lost during distribution 

28.65% 

18.66% 

Distribution losses considered to be fruitless (losses in excess of 10%) 

298,472 

134.782 

Value of fruitless losses at R 2 25 (2010 - R 1 97) per kilo litre 

676,229 

265 566 

Electricity distribution losses 
- Units purchased 

47.687,318 

46,106.348 

- Units sold 

39,356,283 

39,055.094 

- Units lost in distribution 

8.331,035 

7,051,254 

- Percentage lost during distribution 

17 47% 

15.29% 

Distribution losses considered to be fruitless (losses in excess of 10%) 

3,562,303 

2.440.619 

Value of fruitless losses at R 0 48 (2010 - R 0.36) per unit 

1,702.196 

882,562 


2011 

2010 

Other Material losses 

R 

R 

Cash shortage on pre-paid electricity sales A forensic investigation is in progress 

1,515,149 

- 

ADDITIONAL DISCLOSURES IN TERMS OF MUNICIPAL FINANCE MANAGEMENT ACT 



Contributions to oraanised local aovernment - fMFMA 125 (1)(b)l - SALGA CONTRIBUTIONS 



Opening balance 

Council subscriptions 

201,256 

37,002 

Amount paid - current year 

(201,256) 

(37,002) 

Balance unpaid 

- 

- 

Audit fees - fMFMA 125 (IKbll 



Opening balance 

930,999 

234,712 

Current year audit fee 

710.369 

2.672,695 

External Audit - Auditor-General 

710,369 

2.672,695 

Amount paid - current year 

(457,147) 

(234,712) 

Amount paid - previous year 

(930,999) 

(1,741,696) 

Balance unpaid (included in creditors) 

253,222 

930,999 

VAT -fMFMA 125 (1)(b)l 



VAT balance at year end - Refer to note 1 1 

2,888,684 

354,606 

VAT is payable/receivable on the cash basis VAT Is only paid over to SARS once cash is received from 
debtors and only claimed from SARS once payment is made to creditors 



All VAT returns have been submitted by the due date throughout the year 



PAYE. SDL and UIF - fMFMA 125 (lllbll 



Opening balance 


. 

Current year payroll deductions and Council Contributions 

4,995,249 

5.205.068 

Amount paid - current year 

(4 995.249) 

(5.205,068) 

Balance unpaid 

- 

- 
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40.5 Pension and Medical Aid Deductions - IMFMA 125 (lUbll 


Opening balance 

Current year payroll deductions and Council Contributions 
Amount paid - current year 

Balance unpaid 


2011 2010 

R R 


9,597.298 

(9.597,298) 


8.373.514 

(8,373,514) 


40.6 Councillor’s arrear consumer accounts ■ IMFMA 125 (1)(b)1 

No Councillors had arrear accounts for more than 90 days as at 30 June 201 1 

40.7 Other non-compliance IMFMA 125 (21(e) and f21(ni 


The municipality did not submit to the provincial treasury and the Auditor-General, in writing, annually 
before the start of a financial year, the name of each bank where the municipality holds a bank account, 
and the type and number of each account as required by section 9(b) of the MFMA 

Reporting of withdrawals from bank accounts were not submitted within 30 days after the end of each 
quarter to council nor to Provincial Treasury and the Auditor-General as required by section 1 1 (4) of the 
MFMA 

Section 32(4)(a) of the MFMA - The accounting officer must promptly inform the mayor the MEG of local 
government in the province and the auditor general in writing of any unauthorised irregular or fruitless & 
wasteful expenditure incurred by the municipality The municipality did not Inform the relevant parties as 
required by this section 


Service Delivery and Budget Implementation Plan reports were not submitted quarterly to council on the 
implementation of the budget and the financial state of affairs of the municipality within 30 days after the 
end of each quarter as required by section 52(d) of the MFMA. 

The SDBIP was not approved within 28 days after the approval of the budget as required by section 
53( 1 )(c)(ii) of the MFMA The budget was approved on 1 5 June 2010 and the mayor only approved the 
SDBIP on 29 July 2010 

National Treasury were not informed, as required by section 64(3) of the MFMA, of payments due by an 
organ of state to the municipality in respect of municipal tax or for municipal services, if such payments 
are regularly in arrears for periods of more than 30 days. 

The monthly budget statements were not compliant with section 71 of the MFMA and they were not 
placed on the website as required by regulation 30(1 ) of the Municipal Budget Reporting Regulations 


The accounting officer did not assess the performance of the municipality during the first half of the 
financial year by the 25th January, taking into account the municipality's service delivery performance 
and the service delivery targets and performance indicators set in the SDBIP as required by section 
72(1)(a)(ii). 

The annual financial statements were not submitted to the Auditor-General within 2 months after year 
end as required by section 126(1) of the MFMA and were only submitted on the 31st January 201 1 

The annual report or components of the annual report were not tabled in council and the mayor did not 
submit a written explanation to council setting out the reasons for the delay as required by section 127 of 
the MFMA 


The internal audit unit did not function as required by section 165(2) of the MFMA nor section 14 of the 
Municipal planning and performance regulations 

The audit committee did not function as required by section 166(2) of the MFMA and only one meeting 
was held 

Penalties and interest were not always raised on all overdue debtor accounts in terms of the council 
approved credit control and debt collection policy and section 64(2)(g) of the MFMA 
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40.8 Quotations awarded - Supply Chain Management 


41 


Non-compliance with the Supply Chain Management Regulations were identified on the following 
categories 

Between 


Less than 

R30,001 and 

More than 

R30,000 

R200,000 

R200,000 


Arccon 

28.500 


Auto Clinic & Field Services 

10.875 

- 

Buffeljags Watersport cc / Umshanti 

6.395 

- 

Bytes System Integration (Individual payments under the thresholds) 

59.917 

217,350 

Clinckscales Maughan Brown 

17.100 

50,160 

Frank Julie & Associates 

29.600 

- 

Freddie Janse van Rensburg 

10.000 

- 

ICASA 

6,744 

- 

JN Sefoor 

17,234 

- 

Keurbomen Lodge 

5,500 

- 

Lexis Nexus 

12.286 

- 

Litotech 

14.176 

- 

PC Connections (Individual payments under the thresholds) 

38,360 

- 

Pitney Bowes (Individual payments under the thresholds) 

117,034 

- 

Poskantoor 

13,034 

- 

Premuim Computers 

5,900 

- 

Protea Apteek 

2,544 

- 

Sparks & Ellis 

20,162 

- 

Strydom Armature Winders 

24,145 

106.139 

Suidpunt Sekuriteit 

5.415 

. 

Swellendam Grasnyers 

2,418 

- 

Swellendam Poskantoor 

5,096 

- 

TVM Konstruksie 

3.287 

. 

Willie van den Berg 

15,400 

- 

Workshop Electronics 

7,923 

- 

George Stevn 

- 

38,360 

Ignite 

- 

49.900 

Price Waterhouse Coopers 

- 

31,200 

RGS (Individual pavments under the thresholds) 

- 

246.981 

Trans Manufacturing 

- 

66.612 


479,046 806,702 


2011 2010 


CAPITAL COMMITMENTS 

R 

R 

Approved and contracted commitments 

11,273,959 

3.385,349 

Approved but not yet contracted commitments 

4,102.842 

2,397,060 


15,376,802 

5,782,409 

This expenditure will be financed from 



Government Grants 

8,070.377 

4,430.847 

Own Resources 

7.306.425 

1,351,562 


15,376,802 

5,782,409 


42 FINANCIAL RISK MANAGEMENT 


The activities of the municipality expose it to a variety of financial risks, including market risk (comprising 
fair value interest rate risk cash flow interest rate risk and price risk), credit risk and liquidity risk The 
municipality's overall risk management programme focuses on the unpredictability of financial markets 
and seeks to minimise potential adverse effects on the municipality's financial performance. 


(a) Foreign Exchange Currency Risk 

The municipality does not engage in foreign currency transactions 

(b) Price risk 

The municipality is not exposed to price risk, 

(c) Interest Rate Risk 

The Municipality is exposed to interest rate risk due to the movements in long-term and short term 
interest rates 

The municipality analyses its potential exposure to interest rate changes on a continuous basis 
Different scenarios are simulated which include refinancing, renewal of current positions, alternative 
financing and hedging. Based on these scenarios, the entity calculates the impact that a change in 
interest rates will have on the surplus/deficit for the year These scenarios are only simulated for 
liabilities which constitute the majority of interest bearing liabilities 
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2011 2010 

R R 

This risk is managed on an ongoing basis 

The potential impact on the entity's surplus/deficit for the year due to changes in interest rates were 
as follow 


(115,246) 101,289 

115.246 (202,577) 

(d) Credit Risk 

Credit risk is the risk that a counter party to a Tinancial or non-financial asset will fail to discharge an 
obligation and cause the municipality to incur a financial loss 

Credit risk consist mainly of cash deposits, cash equivalents, receivables and unpaid conditional 
grants and subsidies. 


0.5% (2010 - 0.5%) Increase in interest rates 
0.5% (2010 - 1%) Decrease in interest rates 


All rates and services are payable within 30 days from invoice date Refer to note 17 and 18 for all 
balances outstanding longer than 30 days These balances represent all debtors at year end which 
defaulted on their credit terms. 


Balances past due not impaired; 

2011 

2011 

2010 

2010 


% 

R 

% 

R 

Non-Exchange Receivables 

Rates 

100.00% 

1,287.164 

100.00% 

359,536 

Exchange Receivables 

Electricity 

32.70% 

1,181.508 

40 22% 

1,032,161 

Water 

17 00% 

614,444 

19.79% 

507,864 

Refuse 

13.30% 

480,433 

14.52% 

372,573 

Sewerage 

16.79% 

606,534 

17 78% 

456,206 

Other 

20.22% 

730.572 

7 69% 

197,291 


100.00% 

3.613,492 

100.00% 

2,566,096 


No trade and other receivables are pledged as security for financial liabilities 


Due to the short term nature of trade and other receivables the carrying value disclosed in note 17 
and 18 of the financial statements is an approximation of its fair value Interest on overdue balances 
are included at prime lending rate plus 1% where applicable 


The provision for bad debts could be allocated between the different classes of debtors as follows; 

2011 2011 

% R 

Non-Exchange Receivables 

Rates 100 00% 13.513,332 


2010 2010 

% R 

100.00% 11 906,499 


Exchange Receivables 


Electricity 

17 21% 

4,209,336 

17 42% 

3,337.075 

Water 

22 56% 

5,518.208 

26.70% 

5,116,432 

Refuse 

16 77% 

4,102.679 

19.84% 

3,800.600 

Sewerage 

24 24% 

5.929.770 

30 75% 

5,891,875 

Other 

19 23% 

4 705,466 

5 30% 

1.014,971 


100,00% 

24 465.460 

100% 

19,160.953 


The entity only deposits cash with major banks with high quality credit standing No cash and cash 
equivalents were pledged as security for financial liabilities and no restrictions were placed on the 
use of any cash and cash equivalents for the period under review Although the credit risk pertaining 
to cash and cash equivalents are considered to be low, the maximum exposure are disclosed below 


The banks utilised by the municipality for current investments are all listed on the JSE The credit 
quality of these institutions are evaluated based on their required SENS releases as well as other 
media reports Based on all public communications the financial sustainability is evaluated to be of 
high quality and the credit risk pertaining to these institutions are considered to be low. 


The risk pertaining to unpaid conditional grants and subsidies are considered to be very low. 
Amounts are receivable from national and provincial government and there are no expectation of 
counter party default. 
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Long-term Receivables and Other Debtors are individually evaluated annually at Balance Sheet date 
for impairment or discounting 


Financial assets exposed to credit risk at year end are as follows 


Long term receivables 640,574 704.337 

Receivables from exchange transactions 9,952.050 7 689,822 

Receivables from non-exchange transactions 4,248 437 4 456,272 

Cash and Cash Equivalents 15,681.392 37,878,525 

Unpaid conditional grants and subsidies - 544,885 

30,522,454 51,273,841 


(e) Liquidity Risk 

Prudent liquidity risk management implies maintaining sufficient cash, the availability of funding 
through an adequate amount of committed credit facilities. Due to the dynamic nature of the 
underlying business, the treasury maintains flexibility in funding by maintaining availability under 
credit lines 


The entity's risk to liquidity is a result of the funds available to cover future commitments The entity 
manages liquidity risk through an ongoing review of future commitments and credit facilities 


The table below analyses the entity's financial liabilities into relevant maturity groupings based on 
the remaining period at the financial year end to the contractual maturity date. The amounts 
disclosed in the table are the contractual undiscounted cash flows Balances due within 12 months 
equal their carrying balances as the impact of discounting is not significant 


2011 


Between 1 and 5 Between 5 and 
Less than 1 year years 10 years 


Over 10 Years 


Annuity Loans 

6,397,900 

22,401,892 

23,714,445 

33.650,337 

Capital repayments 

Interest 

1,439,287 

4,958,612 

7,107,676 

15.294,216 

8.870,172 

14.844.273 

21.268,272 

12,382,066 

Capitalised finance lease liability 

43,703 

1,776 

- 

- 

Capital repayments 

Interest 

41.674 

2.029 

1,635 

141 



Payables from exchange transactions 

Unspent conditional government grants and receipts 

14,723,903 

11,186,375 

- 

- 

; 


32,351,881 

22,403,668 

23,714,445 

33,650,337 

2010 

Less than 1 year 

Between 1 and 5 
years 

Between 5 and 

10 years 

Over 10 Years 

Annuity Loans 

2.748,176 

10.526.365 

9.784.446 

7.532.242 

Capital repayments 

Interest 

1,044.241 

1.703.935 

4 987,774 
5,538,591 

5,648.548 

4,135 898 

5,662,030 

1,870.212 

Capitalised finance lease liability 

247,079 

45,479 

- 

- 

Capital repayments 

Interest 

232,997 

14,082 

43,310 

2,170 

- 

- 

Payables from exchange transactions 

Unspent conditional government grants and receipts 

16.827,099 

40.237,785 

. 

- 

- 


60,060,138 

10,571,845 

9,784,446 

7,532,242 
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43 


FINANCIAL INSTRUMENTS 

In accordance with the principles of GRAP 104 the financial instruments of the municipality are classified 
as follows 

The fair value of financial instruments approximates the amortised costs as reflected bellow 
43.1 Financial Assets Classification 


Long-term Receivables (including current portion) 


Plots sold 

Capital Individual Loans 

Housing Loan Scheme 

Financial instruments at amortised cost 

Financial instruments at amortised cost 

Financial instruments at amortised cost 

55,038 

2,878 

582,657 

55,038 

4,192 

645,106 

Receivables 




Receivables from exchange transactions 

Receivables from non-exchange transactions 

Financial instruments at amortised cost 

Financial instruments at amortised cost 

9,952,050 

4,248.437 

7,689,822 

4 456,272 

Other Receivables 




Government Subsidies and Grants 

Financial instruments at amortised cost 

- 

544.885 

Short-term Investment Deposits 




Call Deposits 

Financial instruments at amortised cost 

13,579,395 

35,885,631 

Cash and cash equivalents 




Bank Balances 

Cash Floats and Advances 

Financial instruments at amortised cost 

Financial instruments at amortised cost 

2,100.097 

1.900 

1 ,990,995 

1,900 



30,522,454 

51,273,841 

SUMMARY OF FINANCIAL ASSETS 




Financial instruments at amortised cost 


30,522,454 

51,273,841 

Financial Liabilitv 

Classification 



Long-term Liabilities (including current portion) 




Annuity Loans 

Capitalised Lease Liability 

Financial instruments at amortised cost 

Financial instruments at amortised cost 

38,685.407 

43.310 

17,342.593 

276.307 

Payables from exchange transactions 




Trade payables 

Accrued interest 

Deposits 

Other 

Retentions and guarantees 

Financial instruments at amortised cost 

Financial instruments at amortised cost 

Financial instruments at amortised cost 

Financial instruments at amortised cost 

Financial instruments at amortised cost 

4,656,988 

719,945 

364,989 

6,790,492 

2,191,489 

11,256,653 

46.909 

57,950 

3.902,776 

1,562,810 

Other Payables 




Government Subsidies and Grants 

Financial instruments at amortised cost 

11,186,375 

40.237,785 



64,638,995 

74,683,784 

SUMMARY OF FINANCIAL LIABILITY 




Financial instruments at amortised cost 


64,638,995 

74,683,784 


Page 60 



SWELLENDAM MUNICIPALITY 

NOTES ON THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2011 

44 EVENTS AFTER THE REPORTING DATE 


None 

45 IN-KIND DONATIONS AND ASSISTANCE 

The municipality did not receive any in-kind donations or assistance during the year under review 

46 PRIVATE PUBLIC PARTNERSHIPS 

Council has not entered into any private public partnerships during the financial year 

47 CONTINGENT LIABILITY 

The municipality is aware of the following contingent liabilities on 30 June 201 1 


Guarantees held at First National Bank 


- Eskom 

3.700 

3.700 

- Department of Minerals and Energy, RSA 

20.000 

20.000 

Claim lodged by Old Mill Guest House to recover overcharged property rates and water consumption as 
a result of a faulty meter. 

90.000 

90.000 

An injury claim was lodged by Joan Peters (November 2010) against the municipality as a result of 
negligence 

44,000 

. 

A claim was lodged by Salinsky 1 22 (Pty) Ltd (June 2011) seeking the transfer of property Portion of Erf 

1 (Steengroewe). 

. 

. 

The Municipal Manager lodged a claim against the municipality for legal cost and compensation as a 
result of irregular and unlawful suspension and irregular and malicious disciplinary actions taken against 
him Legal costs will also be incurred 

278.000 


Interest claim on shortfall in annual earning of the Cape Joint Pension Fund 

45 843 

12,378 


481.543 

126.078 


48 RELATED PARTIES 

48.1 Services and rates - Councillors and Key Management 

Key Management and Councillors receive and pay for services on the same terms and conditions as 
other ratepayers / residents 

The rates, service charges and other charges are in accordance with approved tariffs that were 
advertised to the public 

48.2 Related Party Loans 

Since 1 July 2004 loans to councillors and senior management employees are not permitted. Loans 
granted prior to this date are disclosed in note 15 to the Annual Financial Statements 

48.3 Compensation of key management personnel 

The compensation of key management personnel is set out in note 25 to the Annual Financial Statements 

48.4 Other related party transactions 


The following purchases were made during the year where Councillors or Management have an interest 
Councillor/Staff Member Entity 

MJ Koch Central Motors 


2011 

R 


2010 

R 

75.611 
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49 


PROVISIONS FOR MEDIUM AND LOW CAPACITY MUNICIPALITIES 

49.1 GRAP 19 - Provisions, contingent liabilities and contingent Assets 

The municipality opted to take advantage of the transitional provisions as contained in Directive 4 of the 
Accounting Standards Board, issued in February 2008 The municipality did not measure provisions, 
contingent liabilities or contingent assets relating to Refuse tip-sites 

* Refuse tip-sites financed by way of a provision 


The municipality is currently in a process of identifying all provisions which must be measured in terms 
of GRAP 19 and it is expected that this process will be completed for inclusion in the 2012 financial 
statements 

49.2 GRAP 100 - Non-current assets and discontinued operations 


The municipality opted to take advantage of the transitional provisions as contained in Directive 4 of the 
Accounting Standards Board, issued in February 2008. The municipality did not measure non-current 
assets held for sale and discontinued operations relating to Inventories Investment Properties, Property, 
Plant and Equipment, Agriculture and Intangible Assets which are not measured in terms of the 
transitional provisions relating to those standards 

49.3 GRAP 16 - Investment Properties 


The municipality opted to take advantage of the transitional provisions as contained in Directive 4 of the 
Accounting Standards Board, issued in February 2008 The municipality did not measure all the 
Investment Properties 


The municipality is currently in the process of identifying all Investment Properties and have valued them 
in terms of GRAP 16 and it is expected that this process will be completed for inclusion in the 2012 
financial statements 

49.4 GRAP 102 - Intangible Assets 


The municipality opted to take advantage of the transitional provisions as contained in Directive 4 of the 
Accounting Standards Board, issued in February 2008 The municipality did not recognise or measure all 
the Intangible Assets in accordance with the standard, including the following: 

' Computer Software 

* Intangible assets financed by way of finance leases; 

* Intangible assets transferred as a result of the transfer of functions, and 

* Servitudes 


The municipality is currently in the process of identifying all Intangible Assets and have it valued in terms 
of GRAP 102 and it is expected that this process will be completed for inclusion in the 2012 financial 
statements It is possible that certain intangible assets are currently being measured as Property. Plant 
and Equipment, 

49.5 GRAP 12 - Inventories 


The municipality opted to take advantage of the transitional provisions as contained in Directive 4 of the 
Accounting Standards Board, issued in February 2008. The municipality did not measure the following 
inventories 

Land held for sale 
Water 

Consumables 


The municipality is currently in the process of identifying all inventory which must be measured in terms 
of GRAP 12 and It is expected that this process will be completed for inclusion in the 2012 financial 
statements 

49.6 GRAP 17 - Property, Plant and Equipment 


The municipality opted to take advantage of the transitional provisons as contained in Directive 4 of the 
Accounting Standards Board, issued in February 2008. The municipality did not measure all the Property. 
Plant and Equipment in accordance with the standard, including the following 

Land; 

Property. Plant and Equipment financed by way of provisions, 

Property Plant and Equipment transferred as a result of the transfer of functions and 
Componentised infrastructure assets 

The municipality is currently in a process of componentising all Property Plant and Equipment and have 
It valued in terms of GRAP 17 and it is expected that this process will be completed for inclusion in the 
2012 financial statements 

The municipality therefore utilised the transitional provision in the following areas 

• Review of useful life of item of PPE recognised in the annual financial statements 

• Review of the depreciation method applied to PPE recognised in the annual financial statements 
■ Review of residual values of item of PPE recognised in the annual financial statements 

• Impairment of non-cash generating assets 

• Impairment of cash generating assets 
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ANNEXURE B 


ANNEXURE TO THE ANNUAL REPORT FOR 2010/ 2011 


REPORT OF THE AUDITOR GENERAL FOR THE FINANCIAL 

YEAR 2010/ 2011 



Annexure B 


REPORT OF THE AUDITOR-GENERAL TO THE WESTERN CAPE PROVINCIAL 

PARLIAMENT AND THE COUNCIL ON SWELLENDAM MUNICIPALITY 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1 . I was engaged to audit the accompanying financial statements of the Swellendam 
Municipality, which comprise the statement of financial position as at 30 June 2011, and the 
statement of financial performance, statement of changes in net assets and cash flow 
statement for the year then ended, and a summary of significant accounting policies and 
other explanatory information as set on pages 4 to 59. 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation of these financial statements in 
accordance with South African Standards of Generally Recognised Accounting Practice (SA 
Standards of GRAP) and the requirements of the Local Government: Municipal Finance 
Management Act of South Africa. 2003 {Act No. 56 of 2003) (MFMA). and the Division of 
Revenue Act of South Africa. 2010 (Act No. 1 of 2010) (DoRA), and for such internal control 
as the accounting officer determines necessary to enable the preparation of financial 
statements that are free from material misstatement, whether due to fraud or error. 

Auditor-General’s responsibility 

3. As required by section 1 88 of the Constitution of the Republic of South Africa, 1 996 and 
section 4 of the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA), my 
responsibility is to express an opinion on the financial statements based on conducting the 
audit in accordance with the International Standards on Auditing and General Notice 1111 
of 2010, issued in Government Gazette 33872 of 15 December 2010. Because of the 
matters described in the Basis for disciaimer of opinion paragraphs, however, I was unable 
to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion. 

Basis for disclaimer of opinion 

Receivables from exchange transactions 

4. Included in receivables from exchange transactions of R9 952 050, as disclosed in note 1 7 
to the financial statements, are debtor accounts to the amount of R1 159 093 in respect of 
service charges for municipal properties, which is not a receivable for the municipality, but 
internal charges which should be off set when compiling the financial statements and not be 
disclosed as separately. Consequently, receivables from exchange transactions are 
overstated by R1 159 093. 

5. Consumer accounts with credit balances to the amount of R1 509 931 are included in 
receivables from exchange transactions as disclosed in note 17 to the financial statements 
instead of under payables from exchange transactions. Consequently, receivables from 
exchange transaction are understated by R1 509 931 while payables from exchange 
transactions are understated by R1 509 931 
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Receivables from non-exchange transactions 

6. Included in receivables from non-exchange transactions of R6 888 248, as disclosed in note 
18 to the financial statements, are suspense accounts amounting to R4 1 11 524 

(2010: R1 984 674) for which no supporting documentation could be provided. The entity’s 
records did not permit the application of alternative audit procedures regarding accounts 
receivable. Consequently, I did not obtain all the information and explanations I considered 
necessary to satisfy myself as to the existence of accounts receivable. 

Payables from exchange transactions 

7. Included in payables from exchange transactions of R14 946 456, as disclosed in note 9 to 
the financial statements, are suspense accounts amounting to R6 574 457 (2010: 

R2 703 095) for which no supporting documentation could be provided. The entity’s records 
did not permit the application of alternative audit procedures regarding payables from 
exchange transactions. Consequently, I did not obtain sufficient appropriate audit evidence 
to satisfy myself as to the existence, completeness, obligations, valuation and allocation of 
payables from exchange transactions. 

8. Allowances owed to municipal employees were understated due to an incorrect formula 
being used during the financial year under review in the calculation of the allowances. 
Consequently, the allowances are not recorded as a payable in the accounting records and, 
therefore, payables from exchange transactions are understated by an amount of 

R1 006 836 (2010; R373 263). 

Revenue 

9. No rates policy or evidence that the policy was promulgated could be provided and, 
therefore, the accuracy of the rebates granted to rate payers to the amount of R8 415 383 
could not be confirmed. The entity's records did not permit the application of alternative 
audit procedures to confirm the accuracy of rebates granted to rate payers. 

10. Rebates to the amount of R625 349 were recorded against property rates in terms of an 
interim valuation that was declared null and void per a council resolution dated September 
2011. Consequently, property rates are understated by R625 349 while receivables from 
exchange transactions are understated by R625 349. 

11. Various properties within the municipal boundary are not valued and consequently, property 
rates to the value of R337 680 were not levied. Had this property rates been recognised 
revenue would have been increased by R337 680 while receivables from exchange 
transactions would have increased by R337 680. 

12. Included in interest earned - external investments of R2 136 795, as disclosed in the 
statement of financial performance, is interest earned to the amount of R361 729 for which 
no supporting documentation could be provided. In addition the balance of the interest 
earned differed with R246 668 from the third party confirmations obtained from the relevant 
financial institutions. No supporting documentation to substantiate this difference could be 
provided, I could not perform alternative audit procedures to confirm the accuracy and 
completeness of interest earned - external investments. Consequently, I was unable to 
obtain sufficient appropriate audit evidence to satisfy myself as to the accuracy and 
completeness of interest earned - external investments of R2 136 795. 
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13. Corrections of R861 905 made against the property rates income vote during the 2009-10 
financial year can still not be substantiated by supporting documentation and there v\/ere no 
satisfactory alternative audit procedures I could perform to obtain reasonable assurance that 
the comparative figure for property rates were properly recorded. Consequently, I was 
unable to obtain sufficient appropriate audit evidence to satisfy myself as to the accuracy of 
the comparative figure disclosed for property rates in the statement of financial 
performance. 

Taxes 

14. Included in taxes of R2 888 684, as disclosed in note 1 1 to the financial statements, is a 
Value-Added Tax (VAT) claimable account of R5 493 227 for which no supporting 
documentation could be provided. The entity's records did not permit the application of 
alternative audit procedures regarding the VAT receivable. Consequently, I did not obtain ail 
the information and explanations I considered necessary to satisfy myself as to the 
existence of the VAT receivable of R5 493 227. 

15. The VAT payable to the South African Revenue Service (SARS) at 30 June 201 1 according 
to the general ledger differed with R3 566 497 from the VAT return submitted to SARS. The 
municipality could not provide a reconciliation for the difference and there were no 
satisfactory alternative audit procedures I could perform to obtain reasonable assurance that 
the VAT payable was properly recorded. Consequently, I was unable to obtain sufficient 
appropriate audit evidence to satisfy myself as to the existence, completeness, valuation 
and allocation of and obligations pertaining to taxes account balance. 

16. VAT paid to the amount of R 191 011 was incorrectly allocated to expenditure instead of to 
the VAT control account. Had this VAT been correctly accounted for the VAT claimable 
would have been increased by R191 011 while expenditure would have decreased by 
R191011. 

Cash and cash equivalents 

17. During 2010, 1 was unable to obtain sufficient appropriate audit evidence about investments 
of R8 432 422 which was received upon withdrawal. I was unable to confirm the 
completeness and valuation by alternative means. Consequently, I was unable to determine 
whether any adjustments to this amount and the accumulated surplus were necessary. My 
audit opinion on the financial statements for the period ended 30 June 2010 was modified 
accordingly. My opinion on the current period’s financial statements is also modified 
because of the possible effect of this matter on the comparability of the current period’s 
figures. 

Disclaimer of opinion 

18. Because of the significance of the matters described in the Basis for disclaimer of opinion 
paragraphs, I have not been able to obtain sufficient appropriate audit evidence to provide a 
basis for an audit opinion. Accordingly, I do not express an opinion on the financial 
statements. 
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Emphasis of matters 

19. I draw attention to the matters below. My opinion is not modified in respect of these matters: 

Restatement of corresponding figures 


20. As disclosed in note 32 to the financial statements, the corresponding figures for 

30 June 2010 have been restated as a result of errors discovered during the 2010-11 
financial year in the financial statements of Swellendam municipality at, and for the year 
ended, 30 June 2010. 

Material losses 

21. As disclosed in note 39.4 to the financial statements, the municipality incurred significant 
water and electricity losses of 458 51 5 kilo litres and 8 331 035 kilowatts which amounted to 
R1 031 658 and R3 980 867, respectively during the year under review. 

22. As disclosed in note 39.5 to the financial statements, material losses to the amount of 

R1 515 149 were reported by the Swellendam Municipality as a result of cash shortages on 
pre-paid electricity sales which is currently subject to a forensic investigation. 

Material impairments 

23. As disclosed in note 17 to the financial statements, consumer debtors of R24 465 460 were 
outstanding for more than 90 days. 

24. As disclosed in note 18 to the financial statements, property rates of R13 513 332 were 
outstanding for more than 90 days. 

Material under spending of the capital budget 

25. As disclosed in note 38.3 to the financial statements, the municipality has materially under 
spent its capital budget by R47 025 719. As a consequence, the municipality has not 
completed its planned capital projects, mainly in respect of corporate services, waste water 
management and road transpoit 

Additional matter 

Material inconsistencies in other information included in the annual report 

26. The draft annual report has not been received for review. As a result, it has not been 
reviewed for any inconsistencies with the financial statements. The draft annual report as 
well as the final printer’s proof of the annual report will be reviewed and any material 
inconsistencies then identified will be communicated to management. Should the 
inconsistencies not be corrected, it may result in the matter being included in the audit 
report. 
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

27. In accordance with the PAA and in terms of General notice 1111 of 2010, issued in 
Government Gazette 33872 of 15 December 2010, I include below my findings on the 
annual performance report as set out on pages XX to XX and material non-compliance with 
laws and regulations applicable to the municipality. 

Predetermined objectives 

Presentation of information 

28. Measures taken to improve performance were not disclosed in the annual performance 
report. 

Usefulness of information 

Planned and reported targets are not specific, measurable and time bound 

29. For the selected objectives, 41% of the planned and reported targets were not: 

• specific in clearly identifying the nature and the required level of performance. 

30. For the selected objectives, 32% of the planned and reported targets were not: 

• measurable in identifying the required performance. 

31 . For the selected objectives. 48% of the planned and reported targets were not: 

• time-bound in specifying the time period or deadline for delivery. 

Planned and reported indicators are not well defined 

32. For the selected objectives, 41% of the planned and reported indicators were not clear, as 
unambiguous data definitions were not available to allow for data to be collected 
consistently. 

Planned and reported Indicators are not verifiable 

33. For the selected objectives valid performance management processes and systems that 
produce actual performance against the planned indicators do not exist for 30% of the 
indicators. 

Reliability of Information 

Sufficient appropriate evidence was not submitted to support reported targets 

34. Sufficient appropriate evidence in relation to any of the selected objectives for Development 
of Infrastructure and Basic Service Delivery could not be obtained. There were no 
satisfactory audit procedures that I could perform to obtain the required assurance as to the 
validity, accuracy and completeness of the reported performance against predetermined 
objectives. 
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The content of the integrated development plan is incomplete 

35. The integrated development plan did not include the key performance indicators and 
performance targets in accordance with its performance management system, as required 
by sections 26(i) and 4 1 ( 1 ) (b) of the Municipal Systems Act, 2000 (Act no. 32 of 2000) 
(MSA) and regulation 12 of the Municipal Planning and Performance Management 
Regulations, 2001. 

Compliance with laws and regulations 
Strategic planning and performance management 

36. The municipality did not implement a framework that describes and represents how the 
municipality's cycle and processes of performance planning, monitoring, measurement, 
review, reporting and improvement will be conducted, organised and managed including 
determining the different role players as required in terms of regulations 7 and 8 of the 
Municipal Planning and Performance Management Regulations, 2001. The municipality 
does not have documented approved internal policies and procedures to address the 
following processes in the overall performance management system: 

• drafting, adoption, implementation, review and amendment of the integrated 
development planning 

• development and implementation of a framework for managing performance 
management 

• monitoring, measurement, review and reporting on predetermined objectives. 

• setting key performance indicators 

• setting measurable performance targets. 

37. Key performance indicators and performance targets are not reflected in the integrated 
development plan, as required by section 26(i) of the MSA. 

38. The accounting officer of the municipality did not by 25 January assess the performance of 
the municipality during the first half of the financial year, taking into account the 
municipality’s service delivery performance during the first half of the financial year and the 
service delivery targets and performance indicators set in the service delivery and budget 
implementation plan as required by section 72(1)(a)(ii) of the MFMA. 

Budgets 

39. The accounting officer did not always submit the monthly budget statements to the mayor as 
required by section 71(1) of the MFMA. 

40. The municipality incurred expenditure in excess of the limits of the amounts provided for in 
the votes in the approved budget, in contravention of section 15 of the MFMA. 

41 . The accounting officer did not take reasonable steps to prevent unauthorised expenditure as 
required by section 62(1)(d) of the MFMA, disclosed in note 39.1 of the financial statements. 

Financial statements and annual report 

42. The accounting officer did not submit the financial statements of the municipality for 
auditing, within two months after the end of the financial year as required by section 
126(1)(a) of the MFMA. 
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43. The mayor did not table, in council, the 2010-11 annual report of the municipality, within 
seven months after the end of the financial year as required by section 127(2) of the MFMA. 

44. The mayor did not submit a written explanation to the council setting out the reasons for the 
delay in the tabling of the 2010-1 1 annual report in council as required by section 127(3) of 
the MFMA. 

45. The financial statements submitted for audit did not comply with section 126(1)(a) of the 
MFMA. Material misstatements were identified during the audit, certain of these were 
corrected by management and those that were not are included in the basis for disclaimer of 
opinion paragraphs. 

Audit committees 

46. The audit committee did not function as required by section 166 of the MFMA, in that: 

• The audit committee did not advise the council and the management staff of the 
municipality on matters relating to internal financial control and internal audits, risk 
management, accounting policies, performance management, effective governance, 
compliance with applicable legislation and performance evaluation. 

• The audit committee did not advise the council of the municipality on the adequacy, 
reliability and accuracy of financial reporting and information as required by section 
166(2)(a)(iv) of the MFMA. 

• The audit committee did not review the financial statements to provide the council of the 
municipality with an authoritative and credible view of the financial position of the 
municipality, its efficiency and effectiveness and its overall level of compliance with the 
MFMA, the annual DoRA and any other applicable legislation. 

• The audit committee did not respond to the council on any issues raised by the Auditor- 
General in the audit report. 

• The audit committee did not meet at least four times a year (met only once). 

47. The performance audit committee did not perform the following as required by Municipal 
Planning and Performance Management Regulations, 2001, regulation 14(4)(a): 

• Meet at least twice during the financial year. 

• Review the quarterly reports of the internal auditors on their audits of the performance 
measurements of the municipality. 

• Review the municipality’s performance management system and make 
recommendations in this regard to the council of the municipality. 

• Submit an auditor's report to the council regarding the performance management 
system at least twice during the financial year. 

48. The municipality did not budget for a performance audit committee as required by the 
Municipal Planning and Performance Management Regulations, 2001 regulation 14(2)(a). 

Internal audit 

49. The internai audit unit did not function as required by section 165(2) of the MFMA, in that; 

• Internal audit did not prepare a risk-based audit plan and an internal audit programme 
for the financial year under review. 

• Internal audit did not report to the audit committee on the implementation of the internal 
audit plan. 
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• Internal audit did not report to the audit committee on matters relating to internal audit, 
internal controls, accounting procedures and practices, risk and risk management and 
loss control. 

• Internal audit did not report to the audit committee on matters relating to compliance 
with the MFMA, the DoRA and any other applicable legislation. 

50. The municipality did not develop and implement mechanisms, systems and processes for 
auditing the results of performance measurements as part of its internal audit processes as 
required by section 45(1 )(a) of the MSA and Municipal Planning and Performance 
Regulations. 2001, regulation 14. 

51. The internal audit processes and procedures did not include assessments of the 
functionality of the municipality's performance management system and whether the system 
complied with the requirements of the MSA as required by Municipal Planning and 
Performance Regulations, 2001, regulation 14. 

52. The internal audit processes and procedures did not include assessments of the extent to 
which the municipality's performance measurements were reliable in measuring the 
performance of the municipality on key as well as general performance indicators as 
required by Municipal Planning and Performance Regulations, 2001, regulation 14. 

53. The internal auditors of the municipality did not audit the performance measurements on a 
continuous basis and did not submit quarterly reports on their audits to the municipal 
manager and the performance audit committee as required by Municipal Planning and 
Performance Regulations, 2001, regulation 14. 

Procurement and contract management 

54. Sufficient appropriate audit evidence could not be obtained that contracts to the value of 
R2 156 934 were procured in accordance with the requirements of chapter 1 1 the MFMA 
and the Municipal Supply Chain Management Regulations, 2005. 

55. Awards were made to suppliers who did not submit a declaration on their employment by 
the state or their relationship to a person employed by the state as per the requirements of 
Municipal Supply Chain Management Regulations, 2005 regulation 13(c}. 

56. Bids were not always evaluated by bid evaluation committees which were composed of at 
least one supply chain management practitioner of the municipality as per the requirements 
of Municipal Supply Chain Management Regulations, 2005 regulation 28(2). 

57. Bid specifications were not always drafted by bid specification committees which were 
composed of one or more officials of the municipality as required by Municipal Supply Chain 
Management Regulations, 2005 regulation 27(3). 

58. A list of accredited prospective providers was not in place for procuring goods and services 
through quotations as required by Municipal Supply Chain Management Regulations. 2005 
regulation 14(1)(a). 

Human resource management and compensation 

59 The municipal manager and senior managers directly accountable to the municipal manager 
did not sign annual performance agreements for the year under review, as required by 
sections 57(1)(b) and 57(2)(a) of the MSA. 
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Expenditure management 


60. The accounting officer did not take reasonable steps to prevent irregular and fruitless and 
wasteful expenditure as required by section 62(1){d) of the MFMA, 

61. The municipality did not institute processes to recover unauthorised, irregular or fruitless 
and wasteful expenditure from the liable person, as required by section 32(2) of the MFMA. 

Revenue management 

62. Sufficient audit evidence could not be obtained that interest was charged on all arrears 
accounts as required by section 64{2){g) of the MFMA. 

63. The council did not adopt and implement a tariff policy on the levying of fees for municipal 
services provided by the municipality, contrary to section 74(1) of the MSA. 

INTERNAL CONTROL 

64. In accordance with the PAA and in terms of General notice 1111 of 2010, issued in 
Government Gazette 33872 of 15 December 2010. I considered internal control relevant to 
my audit, but not for the purpose of expressing an opinion on the effectiveness of internal 
control. The matters reported below are limited to the significant deficiencies that resulted in 
the basis for disclaimer of opinion, the findings on the annual performance report and the 
findings on compliance with laws and regulations included in this report. 

Leadership 

65. The main reason for the findings in the management report include a level of leadership 
instability resulting in a lack of consequences for poor performance and transgressions, 
leadership not being responsive to the Auditor-General of South Africa’s (AGSA) messages 
and not taking ownership to improve key controls as identified quarterly by the AGSA. The 
inability to appoint competently skilled individuals in critical positions in the finance unit 
furthermore hindered the establishment of an effective internal control environment resulting 
in an over reliance on consultants by the municipality to facilitate the preparation of its 
financial records. This over reliance on the outputs by consultants regarding the preparation 
of the financial statements without interrogating and monitoring such outputs against initially 
set objectives added to the deficiencies identified in the financial statement disclosures. 

66. Leadership of the municipality did not implement a performance management system in line 
with the requirements of the MSA to facilitate the clarification of roles and responsibilities, to 
guide staff to effectively carry out their duties and to monitor the performance of staff. This 
was as a result of leadership Instability at the municipality during the year impacting on the 
implementation of the performance management system in a timely manner. 

67. Leadership furthermore did not oversee compliance with laws and regulations and in 
particular as regards compliance with the municipal supply chain management regulations 
did not exercise oversight to prevent irregular, fruitless and wasteful and unauthorised 
expenditure. 

68. Management did not identify and mitigate the risk of unauthorised expenditure, as part 
of its budget and expenditure management. This was as a result of a lack of an 
effective internal monitoring system to monitor expenditure on votes and whether the 
desired objectives were being achieved to limit the risk of unauthorised expenditure of 
being incurred. 
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69. Leadership did not exercise oversight responsibility over financial reporting and internal 
control. In addition, leadership did not perform a proper review of the financial 
statements prior to submission for audit, resulting in pervasive material errors not being 
identified and corrected in the financial statement disclosures. 

70. The internal processes of the municipality did not adequately address the processes 
pertaining to the reporting of performance information, as well as compliance with laws and 
regulations. The budget of the municipality was overspent, the municipality incurred 
unauthorised, fruitless and wasteful expenditure, the annual report was not submitted on 
time while the performance information submitted for audit purposes was not credible. This 
occurred as a result of the weak internal control environment prevalent at the municipality. 

Financial and performance management 

71. The monitoring of the key financial disciplines in relation to daily transacting, record 
keeping, monitoring the key controls in relation to the daily recording and processing of 
those transactions and the timely performance and review of critical reconciliations in 
relation to those transactions which results in the accurate reporting thereof, did not 
occur. Furthermore the finance unit lacks adequate, critical financial management and 
accounting skills. This impacts the municipality's ability to account for transactions, 
accurately, completely and in a timely manner, resulting in unreliable, inaccurate and 
incomplete financial records causing the disclaimer of audit opinion. 

72. The performance of contractors and the status of accounting functions that is contracted out 
are not reviewed and effectively monitored by management. Corrective action with regards 
to reconciliations performed by consultants was not overseen by management resulting in 
the late submission of the financial statements. 

Governance 

73. The audit committee did not promote accountability and service delivery through 
evaluating and monitoring responses to risks and providing oversight over the 
effectiveness of the internal control environment including financial and performance 
reporting and compliance with laws and regulations. The audit committee did not meet 
prior to the submission of the financial statements to review the adequacy, reliability and 
accuracy of the financial statements. Furthermore, the audit committee failed to advise 
the municipal council, the political office bearers, the accounting officer and the 
management staff of the municipality on matters relating to compliance with the MFMA, 
the Division of Revenue Act and other applicable legislation. 

74. The municipality does not have an integrated management strategy and risk assessment 
plan and consequently, the risk of not achieving a clean audit report was not identified. 

75. Management and the audit committee, furthermore, did not ensure that an adequately 
resourced and functioning internal audit unit that identifies internal control deficiencies and 
recommends corrective action was established at the municipality during the period under 
review. 
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OTHER REPORTS 


Investigations 

76. An investigation was perfornned by the Directorate for Priority Crime Investigation into 
fruitless and wasteful expenditure incurred by the former municipal manager. The 
investigation is still in progress. 

77. A forensic investigation is being conducted into cash shortages on pre-paid electricity sales. 
The investigation is still in progress. 

78. A forensic investigation is being conducted into fruitless and wasteful expenditure incurred 
by council due to the suspension of the municipal manager following an investigation into 
allegations of misconduct. 

79. A forensic investigation was carried out during the 2010-1 1 financial year into allegations of 
misconduct against the municipal manager. The municipal manager was acquitted on all 
charges. 

80. An investigation was carried out by the Western Cape Department of Local Government and 
the Western Cape Provincial Treasury, with regard to collusion by councillors with 
developers and illegal interventions in the administration by the mayor. The outcome of the 
investigation is not yet known. 



Cape Town 
14 February 2013 



AUCll I OR-GEMEKAL 
SOUTH AFRICA 

Audihng to build public canlichnce 
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ANNEXURE C 


ANNEXURE TO THE ANNUAL REPORT FOR 2010/ 2011 


AUDITED FINANCIAL STATEMENTS OF THE LOWER 
BREEDE RIVER CONSERVANCY TRUST FOR THE FINANCIAL 

YEAR 2010/ 2011 



Lower Breede River Conservancy 


Balance Sheet 

As at 30 June 2012 


2012 2011 


ASSETS 


Loan Account 

Lower Breede River Conservancy Trust 

Current Assets 
Stock 


FUNDS AND UABIUT1ES 


218 852 

1050 

219 902 


Accumulated Funds 

Accumulated Funds at the beginning of the year 
Deficit for year 

Accumulated Funds at the end of the year 
Current Liabilities 


219 902 


227 333 
(7 431 ) 
219 902 


219 683 


7 650 


227 333 


239 169 
(11 836 ) 
227 333 

0 


227 333 


Income and Expenditure Account 

For the year ended 30 June 2012 

Income 

Subscriptions - LBRC 
Interest Received 


Expenditure 
Breede Brief 
Venue Hire 
Website 

Net Loss on Sale of T Shirts 


(Deficit) for the year 

AUDITOR’S REPORT 


8 500 
2 400 
10 900 


5 840 
4 622 
10 462 


4 593 
425 
11 090 
2 223 
18 331 


21 886 
412 


22 298 


(7 431) 


(11 836) 


The Chairman, together with the Treasurer, are responsible for the preparation, integrity 
and final presentation of the Financial Statements. 

In common with similar organisations, it is not possible for the Conservancy to institute 
accounting controls over receipts prior to initial entry in the accounting records 
I have conducted my audit, subject to the above and in my opinion.the Balance Sheet and 
Income and Expenditure Account fairly presents the results of the Lower Breede River 
Conservancy f^ the year in conformity with Generally Accepted Accounting Practise. 




'' 




'. N.J.Chapman 

' CA(SA) 
Honorary Auditor 


/! 


P Muller 
Chairman 




Lower Breede River Conservancy Trust 

Balance Sheet 

As at 30 June 2012 

2012 2011 


ASSETS 

Current Assets 
Cash at Bank and on Hand 
Less Funds held in Trust - 
Breede Property Owners Assoc. - Legal Fund 
BREAF 

Accounts Receivable 
Prepaid Expenditure 
Deposits 


131 206 255 844 


(84 950) 
(7 072) 
39 184 
88 611 
4 039 
2 739 
134 573 


(80 539) 
(5 000) 
170 305 

2 834 

3 214 
176 353 


FUNDS AND LIABILITIES 
Accumulated Funds 

Accumulated Deficit at the beginning of the year 

(Defici)/Surplust for year 

Accumulated Deficit at the end of the year 


(52 309) 
(41 457) 
(93 766) 


(144 201) 
91 892 
(52 309) 


Loan Account 

Lower Breede River Conservancy 

Current Liabilities 
Accounts Payable 


AUDITOR’S REPORT 


218 852 

9 487 
134 573 


219 683 

8 979 
176 353 


The Trustees, together with the Treasurer, are responsible for the preparation, integrity and 
final presentation of the Financial Statements. 

Due to the nature of the income received, it is not possible for the Trust to institute 
accounting controls over receipts prior to initial entry in the accounting records. However 
detailed records are kept of the issue of licences and other income producing forms to 
ensure that all are accounted for. 


I have conducted my audit, subject to the above, and in my opinion.the Balance Sheet and 
Income and Expenditure Account fairly presents the results of the Lower Breede River 
Conservancy Trust for tpi^year in conformity with Generally Accepted Accounting Practise 


N.J.d|apman 

caJsa) 


P Muller 
Chairman 




Lower Breede River Conservancy Trust 


Income and Expenditure Account 

For the year ended 30 June 2012 


Income 
Licences Fees 
Less:- Commission Paid 
Net Licence Fees 
SAMSA Fees 

Marine & Coastal Management 
Hessequa Municipality 
Swellendam Municipality 


Expenditure 
Audit fee 
Bank Charges 
Computer Expenses 
Insurance 
Legal fees 

Fuel - BoatsA/ehicles 
Maintenance & Repairs - Boats 
Maintenance & Repairs - Equipment 
Maintenance & Repairs - Vehicles 
Office Expenses - General 
Postage 

Premises - Electricity 
Premises - Rent 
Premises - Security 
Printing & Stationery 
Staff - Protective Clothing 
Staff - Salaries /Wages 
Staff - Training 
Staff - UIF/SDL 
Storage - Boats 
Telephone 
Travel expenses 


Operating (DeficitySurplus for the year 


2012 


2011 


552 835 
(49 827) 
503 007 
2 100 
0 
0 

300 000 
805 107 


575 212 
(52 786) 
522 426 

312 500 
20 000 
150 000 
1 004 926 


3 300 
8 007 
700 
16 945 

7 011 
49 457 

8 474 
570 

16 331 
851 
317 
7 939 
18817 
2 660 

2 990 

3 044 
657 532 

3 000 
6 532 

4 400 
26 779 

908 
846 565 


3 000 
7 336 
805 

16 051 

50 149 
43 125 
1 000 
10 561 

1 579 

6 504 

17 428 

2 740 
14 628 
12 094 

679 936 
2 707 
6 800 
4 800 
31 791 

0 

913 034 


457) 91 892 




